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INTERNATIONAL AFFALRS 


APN VIEWS 1983 SOVIET-POLISH TRADE AGREEMENT 
PM251309 Katowice DZIENNIK ZACHODNI in Polish 12 Apr 83 p 3 


[APN report, prepared “specially for DZIENNIK ZACHODNI" by Natalya Chudakova: 
"USSR-Poland: Trade Exchange in 1983") 


[Text] The protocol signed last December on trade and payments between the 
Soviet Union and Poland for the year 1983 reaffirmed the unchanging trends 
and the dynamic character of the trade and economic cooperation between 
these two countries. Let us remember that, according to that document, in 
the current year the trade turnover between the USSR and the Polish People's 
Republic will reach the sum of R9.8 billion, that is, 9 percent more than 

in 1982. Of particular importance is the fact that the structure of Poland's 
exports to and imports from the Soviet Union fully reflects the needs and 
capabilities of the Polish side. 


In the current year 75 percent of Polish imports from the Soviet Union will 
be raw materials, fuels and production materials. This will meet some 
45 percent of Poland's requirements, and the percentage will be even higher 
in the case of certain key articles necessary for the normal functioning 
of industry. For example, Poland imports from the Land of the Soviets 
almost 100 percent [of the total imports] of crude oil, natural gas, cast 
iron and asbestos; 75 percent of its iron ore; 90 percent of its cotton; 
84 percent of its cellulose; and so on. 


In 1983 Polish industry will additionally receive--on account of Poland's 
contribution to joint outlays for the development of the Soviet raw material 
base--1 million tons of crude oil; 2.8 billion cubic meters of natural gas; 
2.5 million tons of pure pig iron; 50,000 tons of asbestos; 36,000 tons 

of cellulose; and 61,750 tons of ferroalloys. 


It is also necessary to stress the fact that, through its participation in 
the development scheme for the Soviet raw material base, Poland will not 
only secure for itself the raw materials indispensable for the needs of its 
industry but will also gain considerable financial benefit. In the current 
5-year plan period the value of the additional deliveries from the Soviet 
Union will amount to 7.5 billion rubles. 








Poland's exports to the Soviet Union will involve a normalization of the 
export levels of fuels and raw materials, which were forced out of their 
usual place as a result of the considerable production drop in the years 
1981-1982. During the current year the export of hard coal to the Soviet 
Union will in practice reach the pre-crisis level again and will amount 
to over 9 million tons, while that of copper will amount to some 10,000 
tons. The exports of Polish sulfuric acid are increasing steadil, 
(25,000 tons in 1982 as against the 200,000 tons in 1980), [figures as 
published} as are those of various chemicals and other goods. 


As for the trade in machines and installations, the Soviet Union agreed 
to reduce the deliveries of these commodities to Poland, considering 
the current low level of investment in Poland. In the overall balance, 
however, it is still meeting one-third of Poland's needs for the import 
of these goods. Virtually all branches of Soviet machine building in- 
dustry will dispatch their products according to orders placed by Poland. 
These will include, among other things, different types of metalworking 
machines, road construction machines, drill jigs and extraction plants, 
trucks and automobiles. A separate arrangement provides for deliveries 
of tractors and agricultural machinery as well as spare parts for these. 
In 1983 Poland will receive from the Soviet Urion 12,500 tractors and 
auxiliary agricultural machines to the value of R57.5 million and spare 
parts for other agricultural equipment to the value of R14 million. 


The Soviet market remains the chief buyer of machines made in the Polish 
People's Republic. In the current year Poland will deliver over 40 percent 
of its total exports of machines and installations to the Soviet market; 

this will constitute 57 percent of Poland's overall exports to the Soviet 
Union. Just as in the previous years, Poland will send to the Land of the 
Soviet ships, construction machinery, road construction machines, freight 
cars, metalworking machines, technological production lines, electronic 
equipment, and so on. The high level of the export of machines and installa- 
tions is further facilitated by the arrangement whereby the Soviet side 
grants dollar credits to Poland for the import from the capitalist countries 
of raw materials and assemblies and subassemblies for such sectors of Polish 
industry as shipbuilding, machine construction, paint and lacquer production, 
and so on. In 1983 the sum total of such credits will amount to some 


$44 million. 


An important role in the stabilization of 2oland's internal market will be 
played by deliveries of articles from the Soviet Union such as, for instance, 
refrigerators, color television sets, watches, radios, bicycles and so on, 

to the overall sum of more than R150 million. In consideration of the 
difficult situation on the Polish market and the reduced production of con- 
sumer goods in the Polish People's Republic, the Soviet Union agreed to a 
sizable reduction (by R280 million) in imports of those articles from 
Poland. This concerns mainly deliveries of footwear, woolen fabrics, 
furniture, cosmetics and so on. 








Despite attempts by the Polish sije to increase exports to the Soviet Union, 
these will still be lower (at R4.4 billion) than imports from that countr~ 


(R5.4 billion). 


The Soviet Union regards with understanding Poland's difficult situation 
and its attempts to overcome its profound economic crisis, and it has 
granted Poland Rl million credit, just as it did in preceding years. This 
credit will be due for repayment, on favourable conditions, after 1985. 


Parallel to the trade agreement for 1983, another agreement was signed on 
additional deliveries of goods with the aim of achieving full utilization 
of the production capacities of Polish light industry. This means that 
the new form of cooperation will be continued: that of Polish plants 
producing out of Soviet raw materials goods designed for the Soviet con- 
sumer. This system brings considerable advantages to both sides. 


Talks are currently nearing an end on the joint completion of a number of 
industrial installations in which the Soviet side has an interest, as well 
as the joint utilization of the hitherto underinvested and technically 
underequipped Polish enterprises in the ferrous and nonierrous metallurgical 
industry and machine building. 


A considerable contribution to the development of Soviet-Polish trade and 
economic relations was made by the 25th session of the intergovernmental 
Soviet-Polish Commission for Economic, Scientific and Technical Cooperation, 
held in Moscow 24-25 January this year. During the session a large number 
of programs were signed dealing with the development of specialization and 
cooperation within specific sectors of industry for the period through 1990. 


The current year, 1983, will also mark the history of our bilateral relations 
with such important events as the launching--with technical assistance from 
the Soviet Union--of the construction of Poland's first nuclear power plant, 
Poland's participation in the construction of the new Soviet pipeline, or the 
start of the construction--with the Soviet Union's help--of Warsaw's first 
subway line.... 


CSO: 2600/965 











INTERNATIONAL AFFAIRS 


BETTER TACTICS FOR CEMA, CAPITALIST COOPERATION URGED 


Budapest VALOSAG in Hungarian No 3 Mar 83 pp 1-ll 


[Article by Zoltan Krasznai, scientific researcher, Business and Market 
Research Institute: "Multinational Division of Labor: Dead End or a 
Chance To Catch Up") 


[Text] For some time now, domestic public thinking and the views expressed 
by our leading politicians have been increasingly permiated by the 
realization, heard earlier only in professional circles, that in order to 
insure continued economic development it is essential that we adjust to the 
ongoing world economic processes, in other words, that we become increasingly 
involved in the international division of labor, or to put it still another 
way, that we commit ourselves to a “world economic opening." This short 
paper will examine only one area of the CEMA countries, world economic 
opening, namely their relations with capitalist enterprises, among them 
those multinational corporations that play a leading role in the world 
economy and in technical development. Naturally, it does not intend to 
suggest that this important process has no other components. It intends 
even less to create the impression that expanding (strengthening) our 
division of labor with these multinational corporations will be a cure-all 
solution that will immediately solve all of our problems. The following 
essay also intends to prove that a foreign economic policy which sets 
catching up with the world economy as its goal can only hope to succeed 

if it is accompanied by appropriate domestic economic reforms (that are 
consistent with our foreign economic goals). It would be difficult, 
furthermore, to overestimate the importance of the continued development 

of CEMA's cooperation mechanism. 


In light of our subject, however, the question we intend to address is 
whether the economic relations established between the CEMA countries and 
the multinational corporations during the past 15 to 20 years, which 
occasionally have gone beyond the scope of traditional barter, have helped 
to further their adjustment (integration) to the world economic process. 
It is also important for us to determine how joining this division of 
labor—which for simplicity's sake we will call multinational division of 
labor--has affected integration among the CEMA countries: has it enhanced 
it or hindered it? Or to phrase this last question differently, are the 
processes of regional and world-scale integration mutually reinforcing 

and parallel, or does the development of one automatically preclude the other? 




















I believe that with the economic knowledge and world economic experiences 
we have gathered so far we are able to answer these questions. If we look 
at the sultitude of facts our alternatives are clear: we either close 
the development gap or fall futher behind, we will either continue to 
prosper or become impoverished. I would like to believe that it is still 
not too late for us to be able to choose between these alternatives. 

This essay intends—in a small way--to help (as Istvan Bibo put it) “guide 
the limited number of alternatives open to us onto a more successful 
course." 


Let us start confronting the facts by examining the economic situation of 
the smaller CEMA countries. 





On the Defensive 


The processes that began to unfold around the second third of the last 
decade, collectively known as world economic changes, have forced the smaller 
CEMA countries to assume a defensive position on two fronts. Already around 
the middle of the decade, some of the smalli:r CEMA countries were 
experiencing exchange ratio deficits in their trade with developed capitalist 
countries that have been playing a key role in their imports of modern 
technologies; their export structures, which even before had never really 
been modern, have become inflexible under the new world economic conditions, 
and due to a lack of structural driving forces their performance has fallen 
behind their gradually increasing import needs which, as we well know, has 
led to an accelerated accumulation of debts. Although “belatedly,” due 

to CEMA's modified price mechanism, by the end of the 1970's they became 
defensive even toward their most important raw-material and energy-source 
import supplier CEMA partner, the Soviet Union, which has resulted, on 

the one hand, in deteriorating exchange ratios, occasionally even more 
serious than those experienced on capitalist markets, and on the other, 

in increased export activties made necessary by bilateral clearing pressures 
stemming from commodity turnover. Their growing balance deficits, therefore 
have had a siphoning effect on their export commodity bases from two sides, 
while their attempts to increase their imports have run into insurmountable 
obstacles raised, on the one hand, by solvency restrictions on their import 
requirements from the West, and, with respect to the Soviet Union, by the 
supply limitations of the imports which come from there. First, this put 

a damper on their economic growth, and later—in some cases--it has even 

led to a decline in absolute terms. 


What possibilities have there been to break out of this situation of world 
economic impasse? The 1970's gave ample proof that regional integrations 
are unable to provide solutions to global problems. The CEMA integration 
was no exception to this, for its established forms of cooperation failed 
to provide adequate room to develop ways of adjusting to the world economic 
processes.” Nor were they able to make offensive advances toward the 
developing countries due to intense competition on their markets. In fact 
it was during this past decade that the competition brought on by finished- 
commodity exports from the developing countries began to intensify in the 
markets of the developed capitalist countries, which further restricted 











especially the small CEMA countries’ possibilities to expand their exports.° 


Ynder these circumstances the smaller CEMA countries have had two, not 
mutually exclusive alternatives to break out of their defensive posture: 
l. to build up the export capabilities of their economies, and 2. to 
expand their world economic scope cf movement by becoming increasingly 
involved in the international division of labor (world economic opening). 
Only by fulfilling these two requirements will they meet the internal and 
external conditions for breaking out of their defensive posture. 


If we examine the smaller CEMA countries in terms of their ability to meet 
these two requirements we find several shades of color on the Central- 
Eastern Evropean palette. In some countries there has been a slowdown both 
in the area of world economic adjustment and in domestic reforms 
(Czechoslovakia).* Others can be characterized as having made partial 
adjustments to the world economy (by expanding capitalist cooperations 

and mixed enterprises and/or by joining the International Monetary Fund 
and by entering into agreements with the EEC that call for partial export- 
quota increases), and--as in the previous case—as lacking domestic 
reforms (Poland, Romania). In still some other cases, partial adjustments 
to the world economy (in the form of capitalist cooperations and mixed 
enterprises) have beer accompanied by limited domestic reforms (price 

and exchange rate reforms, regulatory changes, decentralization of control, 
limited introduction market mechanisms). The countries in this group would 
definitely include Hungary and CEMA's partner, Yugoslavia. The palette 
also contains in-between color images. These would include the GDR where 
world economic adjustment has already begun—mainly in the area of 
coopeartions--but where the mechanism of the domestic economy has preserved 
its earlier characteristics. Another country which has shown signs of 
movement away from its earlier position is Bulgaria, where they have adopted 
a law on capitalist mixed enterprises which is the most liberal among all 
the socialist countries and where they have been experimenting with a 
reform which in its principles and goals is similar to the one introduced 
in Hungary in 1968.°> One theoretically possible solution which is missing 
from this palette could be characterized by a broad scale adjustment 
(opening) of the world economy and by the existence of a comprehensive 
domestic reform. (By the former I mean the existence of the necessary 
conditions for establishing active working-capital ties, and by the latter 
I am referring to the presence of a reform which also extends over the 
institutional system of economic management and is capable of establishing 
the economic and social conditions necessary to make the transition to a 
course of intensive growth. 


We can point to several domestic activities to prove that these are the 
criteria which must be established to make breaking out of this defensive 
position possible; in other words, that there must be an adjustmert to the 
changed world economic conditions pegetner with a simultaneous implementation 
of comprehensive domestic reforms.” On the other hand, practical 


experiences show that neglecting the need for adjustment and reform may 
lead to the perpetuation of this defensive position. From this point of 
view——-also based on practical experiences--we have found those countries 
to be the most vulnerable which have begun to make world economic adjustments 























without simultaneously restructuring their szechanisms of domestic economic 
management. Also not immune to the dangers of vulnerability are those 
countries which have tried to limit their Western economic ties or have 
introduced limited reforms. Further compounding tho danger is the fact that 
the movement restrictions that have resulted from the stalling of Cf&MA 
integration have led to the regional spreading and accumulation of the 
consequences of this defensive position. 


We also have historical experiences to show what this defensive position 
may lead to. During the “beginning of the new world economic era™ in the 
late middle ages, the countries of the Central-Eastern European region had 
already been forced to go on the defensive’, and this process was repeated 
with haunting similarity during a latter historical period, following the 
capitalist world economic crisis that broke out in our century at the end 
of the 1920's.8 On the other hand, we also have many hundreds of years of 
historical experiences to prove that in those places where economic growth 
has run into structural limitations, the crisis can be overcome by 
expanding the economic scope. ? 


The smaller CEMA countries have several means at their disposal for expanding 
their economic scope. All of them are parts of a foreign economic strategy 
called “world economic opening”. By their nature these means are, on the 
one hand, institutional and on the other, structural. Under organizational 
means (although it also has structural consequences) we could mention 
expanding the limits for joining the iniernational division of labor by 
participating in international economic institutions and by using legal 
means to regulate (settle) relations with the regionally organized units 

of the world economy. These would include joining GATT, IMF, UNIDO, etc., 
and the international legal regulation of economic relatiosn with the EEC 
and other regional integrated configurations (such as EFTA, ASEAN). Under 
structural means (although it also has organizational consequences) we 
could mention becoming actively involved in the main stream of the 
international division of labor and in the process of the technology 
transfer connected with the movement of working capital. While, naturally, 
these organizational and structural elements are interconnected, it is the 
latter which has priority because the expansion of the organizational 
limits can “only” provide room for structural adaptation--something which 
should by no means be dismissed lightly--, but if the latter fails to 
materialize then organizational adjustment-—by itself--cannot expedite the 
efforts to break out of this defensive position. Becoming adjusted to 

the structural changes of the world economy, however, is inseparable 

from the activities of the multinational corporations and the spreading 

of “multinationalization" in the world economy. 


For this reason, before we begin to analyze the economic relations between 
these corporations and the CEMA countries it would seem expedient to say 

a few words about the main characteristics of the multinational division 
of labor and the modifications they have undergone as a result of world 
economic changes. 














On the Main Characteristics of the Multinational Division of Labor 


The world economic changes that began during the i970's have, in many 
respects, also created a new situation in the international division of 
labor. Ome of the rain features of this new situation has been the 
upgrading of the world economic role of sultinational corporations. It 
has gained strength from two sources: on the one hand, from the fact 
that there has been a growth in the relative weight of capital investment 
ties which, compared to other forms of relationship (contractural or 
simple transactional), account for most of the sultinational enterprises 
market activites, and on the other, from the fact that the process of 
“multinationalization™” has been increasingly expanding. in other words, 
that a growing number of enterprises which had only dowestic operations 
before have been stepping out into “external” markets and establishing 


foreign subsidiaries. 


The spreading of capital investment processes in partner relationships 

have long been noticable. In the research-intensive key industrial 
branches--*7s in several branches of the machine and chemical indsutry-- 

the growth of developmental threshold values, safer marketing, the lowering 
of risks and the need for better controls in the intra-enterprise division 
of labor demand a central strategy which neither our traditional business 
practices, nor our contractual ties and only very few of our mixed 

business ties live up to. 


In these branches permanent ties take basically the form of production 
and technology-transfer relations based on capital interpenetration 
(direct capital investments). 


Moreover, as a result of the increasingly uncertain economic situation 
which has followed the 1973 oil price explosion, capitalist enterprise 
policies have also begun to place growing emphasis on striving for security. 
One of *he most important consequences of this has been an increased 
preference for permanent capital investment ties which involve fewer risks, 
as compared to less secure traditional market or contractual relationship 
forms which are more sensitive to business fluctuations and to the effects 


of the political sphere. 


Already by the middle of the decade, commodity turnover between parent 
companies and their subsidiaries accounted for 25 to 30 percent of the total 
world export.11,12 Attempts aimed at internalizing commodity turnover-- 
placing it within the domain of the enterprise—has been even stronger than 
avaerage in the so-called technology-intensive branches, hence thei: effects 
have been especially great in the trade of the developed capitalist 
countries. Thus, for example, in 1974, 46 percent of the imports and more 
than half of the exports of the U.S. came from intra-enterprise commodity 
turnover. And this intra-enterprise trade has been dominated mainly by 
commodity movements between parent companies and subsidiaries, although 
there has also been a significant turnover among certain subsidiaries. 

On the average, exports to the parent company represent nearly three-quarters 
of all U.S.-destined rts coming from foreign subsidiaries of large 


American corporations. 1 











This increased preference for permanent—capital investment-based-- business 
ties has been inseparable from the expansion of "“multinationalization™ in 
the world economy. Many formerly exclusively domestic-producer enterprises 
have stepped out onto the international scene and have established production 
capacities abroad. This trend has been equally characteristic of 
enterprises in the developed as well as in some newly industrialized 
countries. The expansion of multinationalization, therefore, has been 
mainly the result of a growth of some smaller enterprises, while the “large" 
multinational corporations that have been protecting themselves against 
increaged risks primarily by way of branch diversification and product 
differentiation. 


The increase in the number of multinational corporations has meant a 
weakening of the preyiously high levels of concentration of most products 
in the world market~”, and simultaneously with the easing of these markets’ 
degree of monopolization there has been increased competition. This 
intensified competition, however, has come to characterize not only the 
supply of, but also the demand for international working capital. The 
positive correlation which exists between attracting working capital into 
the domestic economy, the acceleration of economic growth and increased 
exports has been recognized by a number of developing countries. The 1970's 
offer many valuable experiences from which we can conclude that only 
countries with economic policies characterized by the dual criteria of 
export growth and working capital imports can hope to raise their standard 
of economic development and to catch up with the developed industrtal 
countries!>, while it is also clear that the countries that have fallen 
behind in the process of world economic adjustment and in closing the 
duvelopment gap are, without exception, also the ones that have rejected 
the use of working capital imports. It follows then that their economic 
policies were aimed at promoting import restrictions and substitutions 
either from the very start, or they have been forced to gradually abandon 
their export-oriented economic policies and adopt the involuntsry course of 
import restrictions and substitutions because of their deteriorating external 
balance and other economic setbacks that have further limited their export 
possibilities. 


Hence it has become an increasingly more valid world economic observation 
to say that from the point of view of a national economy, national 
regulatory systems which severely restrict international enterprise 
cooperation--including foreign investments—have been quite ineffective, 
and instead of promoting the benefits of participation in the international 
division of labor, they have maximized its disadvantages. 


During the past decade, therefore, the restratification of the international 
division of labor system, more precisely its split into a center and a 
periphery, has continued and become more stabilized. The former represents 
that sector of the international division of labor which is based on 
permanent enterprise-level transfer relations and capital interpenetration; 
it can be called central because it is in this framework that the turnover 
of the highest technical quality products, technologies, know-how takes 
place together with the various trade and non-trade related services 























services connected with them. The latter sector, on the other hand, is 
characterized by various types of production cooperation, such as 
traditional (business) trade transactions and contractual ties (which 
cannot lead to capital interpenetration). Each “sector™ has different 
regvlarities and "rules". The benefits and disadvantages of participating 
in the international division of labor are unevenly divided between the 
center and the periphery in that the benefits are enjoyed mostly by the 
former while the disadvantages are connected mostly with the latter. 


If we add to this the fact that the various world economic prognoses have 
unanimously predicted the rate of growth in world trade to exceed world 
production giowth, we have good reason to assume that even under conditions 
of continually intensifying export competition and capitalist enterprise 
policies aimed at screening out risks, the trend toward “multinationalization 
multinationalization" in the international division of labor will continue, 
as will the strengthening of the center-periphery relationship and the 
further changing of its internal ratios to the advantage of the center. 


Experiences Regarding the Division of Labor Between Multinational 
Corporations and the CEMA Countries 


When evaluating the division of labor between the multinational corporations 
and the CEMA countries we are looking not only at the extent of this 
division of labor or the results it has led to "by itself," but also--in 
accordance with the coordinate system of the questions stated in the 
introduction--at how it has affected integration among the CEMA countries, 
and whether it has enhanced--and if it has in what way--their world 

economic integration in the broader sense. 


In every period of East-West economic relations, but especially during the 
time of detante which began in the 1960's, an’ even since then, multinational 
corporations have occupied a special place in the capitalist partner 
relations of every CEMA country. Empirical data show that there have been 
several—-not necessarily related--reasons behind this unique and priviliged 


status. 


On the one hand, this performance for easily planable, clear-cut and 
consequently high-volume capitalist import deals stems from the very nature 
of highly centralized "traditional," plan-controlled economic mechanisms. 

It is inevitable for economic policies of this kind to consider the most 
capital-rich giant capitalist monopolies with the most advanced technologies, 
capable of large-volume deliveries to be natural partners. In such 
relationships the volume of import deals is also affected by the size of 

the importing country; it is not by accident that the role of the 
multinational corporations has been the most significant in the capitalist 


ties of the Soviet Union.} 


A CEMA country, however, does not necessarily have to have a "traditional," 
plan-controlled management system or an economic policy which prefers 
large-volume import deals to give a special or increased role to 
multinational corporations in its capitalist relations. It is enough if 
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the given country's economic policy--in harmony with its development plans-- 
encourage the importing of technologically advanced machines and equipment. 
It would hardly be conceivable for the CEMA countries to realize their 
present development goals--among them the raising of the finished-product 
and processed-material level of their capitalist exports--without the 
production and market-technology know-how of these corporations. 


In general, otherwise, the smaller socialist countries have not concentrated 
so much on large-volume articles in their machine imports. Some exceptions 
notwithstanding, ther machine imports have consisted of smaller-volume 
items. Naturally, a given country's productive capacity automatically 
determines what it considers to be a large transaction. The capitalist 

item purchases of these smaller countries--regardless of how great they may 
be from the point of view of a given country's productive capacity-—-have 
been insignificant when compared to similar transactions by the Soviet 
Union, consequently the multinational ratio in their relations has also 


been smaller. 


In these countries the size of thés ratio is determined by the extent of 
their world economic integration and of their openness toward the capitalist 
markets rather than by their volume of transactions (Yugoslavia). 


It follows from the above that all three--earlier mentioned--factors are 
unequivocally aimed at increasing the role of multinational corporations 

in the CEMA countries’ capitalist relations. While, however, the first 
(i.e. a capitalist import policy connected with a strongly centralized 
plan-controlled system) emphasizes the quantitative aspects of multinational 
corporation connections, the latter two (i.e. export-oriented economic 
development connected with technology imports and world economic openness) 
are inevitably forced to concentrate on the qualitative elements of these 
ties which--sooner or later--also lead to relationshp forms that require 


greater efficiency. 


The traditionally present assymetry of interests in East-West relations, 
however, is also characteristic of the ties between the multinational 
corporations and the CEMA countries. In terms of the global significance 

of multinational corporations in the world economy and world trade, not only 
does their own role in East-West relations, but East-West ties as a whole 
seem insignificant. This, of course, does not mean that on occasions 
certain multinational corporations will not attach particular importance 


to certain CEMA businesses. 


Another indication of the marginal importance of their business with the 
CEMA countries is the fact revealed in several Western analyses, that most 
multinational corporati do not include their ties with the CEMA countries 
in their global strategy. 9 Not even their participation in East-West 
industrial cooperations can be considered integral elements of a long-term 
regional strategy; they are often only ad hoc reactions aimed at expanding 


business ties. 











Naturally, mulcinational corporation interests are determined not only by 
the dimensions, capital demands ard technical standards of particular 
transactions, but also by the nature of their business ties. It is worth 
noting, that although in the 1970's—especially during the first half of 
the decade--the various forms of industrial cooperation became increasingly 
widespread in East-West relations, and from the beginning of the decade-—- 
following the example of CEMA's associate partner, Yugoslavia—-a growing 
number of CEMA countries were allowing the establishment of mixed enterprises 
built with foreign capital participation, 21 the lion's share of their 
relations with capitalist firms have continued to be based on traditional 
market (business) relations. Within this relationship form it is in the 
marketing of high-technology products, especially in the deliveries of 
complete plants where the "multis” have been playing a prominent role. 

As for the non-traditional forms of cooperation, interestingly it is in the 
two extreme areas of development: in barter-transactions, where in recent 
years there has been a rapid upswing, and in mixed enterprises still in 
their infancy, where multinational corporation participation has been 

the greatest. In the other forms of industrial cooperation, license 
agreements, which are considered to be less advanced forms of cooperation, 
are still characterized by apredominance of multinationals, while the other, 
more advanced forms of cooperation (i.e. primary contractor arrangements, 
product sharing) continue to be less attractive to then. 


This can be attributed to the fact that East-West industrial cooperations 
have served as alternatives for direct foreign investments. This is true 

in two respects. On the one hand, by not allowing in direct foreign 
investments (which is not the same as allowing the formation of joint 
enterprises) the socialist countries have themselves forced multinational 
corporation policies aimed at expanding capacities to be content with this 
solution. On the other, this twas allowed these corporations to expand 

their productive capacities without making new investments. (This aspect 

is of special importance intimesof recession.) Hence, cooperations with 
the enterprises of the socialist countries have not only served as 
alternatives, but have also helped to supplement the domestic investment 
activities of the multinational corporations. This solution--just as 

direct investments--has specialization and size efficiency-related advantages, 
which stem from an extension of the life cycle of products, and consequently, 
from a reduction of per-unit research and development costs. : Since, 
however, from the point of view of the multinational corporations these 
industrial cooperations are only alternatives to, and not replacements for 
direct foreign investments, because unlike investments they do not ensure 
exclusive rights over the most advanced technological data, this kind of 
investment does not encourage capitalist enterprises to enter into 
cooperative production of the most advanced products; quite the contrary, it 
leads them to transfer products which are already in the declining stage 

of their "life cycle." From this, however, it also follows that in most 
cases it is not even in their interest to buy back large quantities of 

these products, and even if they do, the price of the repurchased products 
is consistently lower than that of similar purpose, but "more modern" 
products which they themselves manufacture using more advanced technologies. 
This circumstance explains their greater "willingness" to become involved 

in forms of cooperation that are considered less advanced. 
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Analyses of East-West compensatory agreements which have generated the 
most interest from multinational corporations seem to support the conclusion 
that the “multies” are using these business transactions primarily to 
explore the comperative advantages offered by the geographic location and 
geological potentials of the CEMA countries. Examples of agreements with 
both the Soviet Union and the smaller socialist countries have shown that 
it is mostly in the energy-, material- and labor-intensive branches, which 
in addition are highly polluting, (such as in raw material exploration and 
processing, in the chemical industry and in automobile production) where 
multinational corporations are willing to make greater compensation. It 

is in repurchasing raw materials, industrial semi-finished products and 
certain articles where they agree to the greatest counter-trade which often 
may several times exceed their own deliveries. Although increases in the 
processed-component level help to “refine™ the character of the division 
of labor and lead to a greater emphasis on specialized, auxiliary and other 
forms, it also causes the repurchase ratio to proportionately decline. 


Just as in the case of East-West industrial cooperations and compensatory 
agreements, capitalist enterprises are looking at participation in mixed 
enterprises from the point of view of market survivability and increasing 
market shares. The high level of multinational copporation participation 
in these, for the most part, low-volume undertakings has been motivated by 
a desire to establish export bases. Thus, for example, almost every 
corporation which conducts commercial activities with CEMA countries has 
a mixed enterprise in Yugoslavia. 4 


So far, therefore, we have seen that the multinational corporations have 
been able to assert their own interests even within the framework of the 
division of labor offered by the CEMA countries. But how have the CEMA 
countries’ goals fared in this area? 


The decision on the part of the CEMA countries to develop cooperat.on with 
capitalist enterprises, and thus to allow the establishment of mixed 
enterprises, has been connected with a number of economic policy goals and 
“expectations.” Some of these concurrent economic policy goals have called 
for the adoption of modern technologies, and with their help, the 
acceleration of structural transformations in their domestic economies, 

the expansion of convertible export commodity bases, the modernization of 
import structures (an increase in the proportion of higher processed 
content products), improved quality indicators and through them higher export 
prices and--more recently-—-for reducing the rate of capitalist indebtedness 
and for effective import substitutions. 


Our experiences so far have shown that these goals of our cooperation with 
capitalist enterprises have not been realized in a single CEMA country. 
According to macro-level statistical data, the growth in the CEMA countries’ 
capitalist exports has been inadequate and the structure of those exports 
has not only not become more modern, but has actually become inflexible. 
The only way they have been able to temporarily slow down the growth of 
their trade deficits is by transfering them in the form of balance deficits 
to other spheres of their economies. The anticipated technological 
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development has failed to materialize, the expected improvement in 
productivity has not occurred, and according to some indicators they have 
fallen even further behind the developed capitalist countries. The 
intensification of adjustment problems, on the other hand, has forced an 
increasingly involuntary course on these economies. 


One group of explanations for this apparent discrepency between goals and 
results argues that since the commodity turnover resulting from inter- 
enterprise cooperation represents only a rather small fraction of our total 
capitalist trade, the above goals have been unrealistic from the beginning. 
The low proportion of cooperative trade and the slowdown these past few 
years in the development dynamics of cooperative relations--just as the small 
number of newly established mixed enterprises and the insignificant volume 
of attracted foreign capital--, however, are not causes, but rather 
symptoms which indicate inadequate mutual interests in the development of 
inter-enterprise ties. And this latter is basically due to the fact that 
the forms of cooperation entered into by the CEMA countries are inconsistent 
with the requirements dictated by the external and domestic conditions 
necessary for creating a successful inter-enterprise division of labor. 


Multinational Division of Labor and CEMA Integration 


Researchers stuyding East-West economic relations often ask the question 
whether the relationship between the development of these ties and the 
advancement of CEMA integration are competitive or complementary. If we 
were to give an answer bpac could be considered thorough we would have to 
say that they are both. For it can be said that the relationship is 
complementary if the import of a given capitalist technology encourages 
product specialization within the CEMA, in other words, if an expansion in 
the East-West division of labor is coupled with a development in the intra- 
CEMA division of labor. Some case studies show that there are indeed 

some examples of this.27 On the other hand, the relationship between the 
development of East-West economic relations and CEMA integration may also 
be competitive. One example of this would be the simultaneous chemical 
plant purchases in the 1970's by certain CEMA countries from the West 
which have since enabled them to compete in the Western markets as exporters 
of chemical products. Another, albeit negative example of this competitive 
relationship is the fact that their indebtedness to the West has caused a 
significant portion of the CEMA countries’ convertible export commodity base 
to become tied down, as a result of which they have found it increasingly 
necessary—although by no means always possible--to "transfer" a certain 
percentage of their capitalist imports to their CEMA relations. In these 
last two cases the two different divisions of labor have shown conflicting, 
rather than simultaneous development; advances in the East-West division 
of labor have hindered CEMA cooperation and/or the impossibility of the 
former has caused--at least in theory—the latter to expand. 


Whether we are talking about complementary or competitive relations, it 
is certain that--as a result of the East-West division of labor--the 
integration of CEMA countries among themselves and into the world economy 
are closely interconnected processes. The only question is, whether in 








this system of mutual relations it is the complementary or the competitive 
elements which predominate. 


Perhaps it is unnecessary to state in advance that the only development 
model capable of insuring the harmonious development of the world economy 
as a whole and of its various regions is the one in which regional and 
world-scale cooperation processes complement each other, and in which 
complementary relations predominate (occupy a dominant position) over 
competitive relations. For if this is not the case, the number of economic 
interest-conflicts can :\‘*\ficantly increase, which carries with it the 
danger that regional cooj..._ on can only be developed at the expense of 
world economic relations, and that the collapse of the latter will also 
deprive regional cooperation of its world economic buoyancy. Putting all 
this in terms of our economic and historical experiences: the expansion 

of the economic sphere today depends on the parallel development of regional 
and global integrational processes. Failure of this to materialize may 
lead to the creation of a world-scale crisis situation in which certain 
historically well-known--and not necessarily economic-~-"crisis-solving 


mechanisms" may take over. 


If we assess all the known cases of East-West cooperation, we have to 
conclude that only a smaller proportion of these cooperation agreements have 
resulted in a complementary relationship between the two levels of the 
international division of labor. This can be attributed partly to the 

fact that the majority of the multinational corporations that have expressed 
an interest in East-West industrial cooperations—-some notable exceptions 
notwithstanding—have generally come from among enterprises that control 

a smaller share of the global market , 28 which at the same time also means 
that their influence on the development of the international division of 
labor has been less significant. On the other hand, most enterprises that 
have found East-West industrial cooperation attractive have come from 
branches where the main factor of competition is not product innovation but 
the ability to upgrade the technology of the production process. 29 For in 

a competition based on product innovation the enterprises competitive 

edge lies primarily in its ownership rights over technologies embodied in 
new, and therefore hard-to-replace or irreplacable products. On the other 
hand, upgrading the technology of the production process also means that 

the enterprise in question is able to successfully produce and market 4 
certain product even if there are several other enterprises that have 

the production and marketing procedures necessary to produce the same or 
similar products. This body of knowledge, however,--in contrast with the 
technology of a new product--may be broken down into component suboperations 
(production organization and control, marketing, after-sale services, etc.) 
and the enterprise's competitiveness stems not from its mere possession 

of a given body of technological knowledge, but rather from its ability to 
organize it into an effective production network and to provide the 


necessary financing. 


This leads us to the conclusion, that the CEMA countries have failed to 
establish a system of cooperation with the capitalist enterprises that 
would have been attractive enough for most multinational corporations that 
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play a leading role in the international division of labor or for those 
product innovator-type multinational corporations that play a key role in 
technical development and especially in the area of production and export 
structure transformation. 


How can we explain this? Primarily by the fact that the cooperation 
mechanisms used by the CEMA countries in the area of East-West inter- 
enterprise relations have been exactly the opposite of what they should have 
been using ‘a order to insure that their cooperation with the multinational 
corporar.:.ns also contributes to the strengthening of CEMA integration. 

One weli-xnown condition for insuring the further development of regional 
integration is the intertwining of production processes, in other words, 

the assertion of integration in the enterprise sphere. Since, however, 

CEMA has never given rise to large regional-level enterprises that would 

be able to promote sectoral integration, we should have used the only 
existing mechanism suited for this purpose, namely the world market- 
oriented multinational corporation. In order, however, to get the 
multinational corporations to fulfill this function it would have been 
unavoidable to grant them majority capital holdings and overseeing authority. 
Since, however, for various reasons the CEMA countries have chosen to 

reject this idea, the ensuing national resource-based and self-sufficiency 
traditions-supported industrial development has inevitably come to a 
deadlock: it has led to the establishment of "parallel" industrial 
capacities which in turn have led to competitive relations and therefore 


to increasing disintegration. 


The forms of division of labor that have evolved between the multinational 
corporations and the CEMA countries have only continued to intensify the 
competitive character of the two types of-—-East-West and intra-CEMA-- 
division of labor. One reason for this is that because of the types of 
business preferred by the CEMA countries (complete plant-deliveries, 
license agreements and compensatory transactions) multinational corporation 
interests have been limited exclusively to breaking into the local market 
(marketing) without becoming involved in integrated production and marketing 
arrangements on the CEMA regional level. On the other hand, the practice 
of linking import and export deals (compensatory transactions) has turned 
cooperation between the CEMA countries and the multinational corporations 
into a kind of “involuntary integration.” As a result, the possibilities 
offered by the division of labor with the multinational corporations have 
remained unexploited for they have neither promoted integration among the 
CEMA countries, nor have they contributed to their world economic 


integration. 


It follows from the above, that improving our relations with the multi- 
national corporations are not alternatives to, but rather conditions and 
even incentives for the continued development of CEMA integration. Hence 
a favorable view in the future regarding direct working capital investments 
may not only have a decisive effect on the perspectives of the East-West 
industrial division of labor, but may also help the CEMA countries to break 
out of this present defensive position. The experiences of the past few 
years offer two important conclusions in this regard for the countries of 


16 














East-Central Europe: the world economic opening does not make domestic 
reforms avoidable because they are not substitutes for them, and the 
determination to introduce domestic reforms will remain an unattainable 
wish if the channels of world economic integration become closed, or if 
they are never even allowed to open. These two experiences occur in a 
chronological sequence. Hungary has already got through the first one 
and for the second it can find sufficient examples within its narrow 
world economic environment. 


FOOTNOTES 


This paper is a summary of the main ideas expressed in a lengthier study 
prepared for the World Economic Research Institute of the MTA (Hungarian 
Academy of Sciences). 
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the World Economy", Economic and Legal Puslishers, 1979, Vols. 7 and 
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INTERNATIONAL AFFAIRS 


STRUCTURAL CHANGES IN CEMA COUNTRIES' POOD PRODUCTION DISCUSSED 
Warsaw GOSPODARKA PLANOWA in Polish No 1, Jan 83 yp 20-26 


[Article by Wladyslaw Misiuna: "Trends of Structural Changes in 
Management of Food Production in CEMA Countries"] 


[Text] Economic reform, rightly concentrating central attention on the 
economic process and its connection with the social process in the area 

of administration, cannot count on success without structural changes in 
management. This pertains to all branches of material production, but 
especially in food production, the management of which--in Poland--is more 
complicated than in other socialist countries belonging to CEMA. 


Structural changes in food production management heve already begun in Poland. 
Their proper formation demands a discerning appraisal of, above all, our 

own experiences and conditions. In order to avoid, in the formation of 

these changes, ineffectual decisions, dictated by the stress of the 

immediate problems, recognition of the trends of structural changes in 
management occurring in other socialist countries appears to be indis- 
pensable. They can indeed provoke not only ome reflex action, but inspire 

a search for the best solution in this area. 


1. Outlines for Integration of Agriculture With Other Branches of the 
National Economy 


In the economy of CEMA countries, a centralized system of management was 
formed, defined as the branch-sinistry office. its basic tool is the plan, 
not fully related to other tools, especially economic ones, which are 
subordinated to it in principle. In basic principle, it is a system of 
the construction and functioning of directional-distributors, over which 

it extends its own branches together with the process of collectivizing 


agriculture. 


In all socialist countries, the assumptions of marxist-leninist classics 
comprise the basic initial idea for the integration of the national economy; 
that is why more fundamental differences do not occur in the most common 
assumptions of these ideas. If differences do occur, then most often they 
concern the method and form of implementation of these processes, and they 
reflect the peculiarities of the conditions in each country. 

















In relation to this, the concurrence of the goals of the integration 

concept, set by the basic structural-program principles of socialist 
countries, deserved to be stressed above all. In the documents in which 
these ideas were formulated, the goals are defined as follows: a) assurance 
of growth in the production of food articles and raw agricultural materials, 
together with an increase of effective management; and b) a progressive 
elimination of differences between living and working conditions for the 
rural and urban populations. 





In all of the concepts for integration of agriculture with other branches 
of the national economy, implemented in individual socialist countries, a 
convergence of directives for the solutions of integration likewise 
occurred. Among the most important of those dealing with the conditions 
of structural changes, the following should be included: 


1) Outpacing integration in the area of production through integration in 
the area of management, with various solutions for the problems of 
centralization and decentralization; 


2) Utilizing contractual connections and suitable forms of cooperation 
in concrete solutions of integration; 


3) Abandoning the practices of the issues of the form of socialist 
property and its transformations as a result of the integration processes; 


4) Linking integration with an industrialized production method and 
suitable forms of production organization; 


5) Linking integration to production concentration and specialization and 
to adequate regulation of the production scale; 


6) Linking integration to production intensification, on the basis of 
utilizing scientific-technical and economic development, as well as 
structural changes in actual production; 


7) Linking integration to socioeconomic transformations in the country 
as well as to the structures and functions of hamlets (their urbanization). 


These directives are reflected in trends which are revealed, although to 
varying degrees, in the practices of all socialist countries. A persistent 
maintenance of these trends can be observed over the long run. Certain, 
once fairly essential differences in solutions appeared more clearly during 
the seventies in Bulgaria, the USSR, the GDR and in Hungary. In these 
countries, a dominance of specified trends, which give an unquestionable 
basis for the distinction in the ideas implemented there, can be perceived. 


The Bulgarian concept is distinguished by a striving after radical changes 
in organizational structures of management and form in a short period of 
time in a homogeneous, national agroindustrial complex with territorial 
cells, to which the adm‘nistrative section and management organizations 
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conforn, in principle, regardless of the degree of advancement of the 
objective processes of integration. In essence, this means: a) an 
acceleration of integration, linked to administrative section changes 

in the country, with a significant outpacing of actual integration through 
integration in the area of management; and b) a high level of centrali- 
zation and concentration in the area of management. 


The Soviet concept distinguishes itself by caution in changes of a 
structural nature in the area of management, by great diversity in the 

forms of integration and extensive utilization of cooperation, strengthening 
the structure of branch management, with regard to the integration 

processes in production and services. [This concept] prefeis methods of 
coordination within the framework of the existing system, assuring the 
compositeness of management at central and territorial levels. 


A definite acceleration of these processes in the area of management 

was perceived on a large scale in Moldavian SSR. This is, in fact, an 
experiment, the experiences of which are utilized in forming the changes 
within current reach in the USSR. 


This means: a) the development of integration by stages-—-so far--without 
disturbing existing structures and, by its completion with a smaller 
vutpacing of actual changes, through changes in the area of management; 

and b) the concentration of attention on coordinating activities in the 
area of production and services. This concept was most fully presented 

in the resolution of the CC CPSU: "On the Further Development of Speciali- 
zation and Concentration of Agricultural Production on the Basis of 
International Cooperation and Agroindustrial Integration" (PRAVDA, 


2 June 1976). 


The GDR concept is distinguished by a greater interest in integration 
processes in the area of production, based on technological and economic 
ties. It also takes into account territorial ties as well as establishes 
the subordination of the changes in management, organization and methods 
to these processes. 


This means: a) to adjust the changes in the area of management to the 
changes in the area of production, conditioned by scientific-technological 
development; and b) a preference for changi:s in the metiod of management 
within existing frameworks and structures formed earlier at all levels. 


The Hungarian concept concentrates attention on changes in economic 
mechanisms and the utilization of its influence on the processes of 
integration in the area of the food economy. It establishes more 
extensive utilization of market conditions as well as the subordination 
of changes in management to these processes. 


This means: a) to adjust the changes in the area of management to the 
need for an efficient and effective functioning of the economic mechanism; 
and b) a preference fox economic tools in management (sei f-dependence, 
self-government and self-financing). 
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In the practice of Czechoslovakia, beside the tests of applying original 
solutions, solutions approximating those of the GDR--in the area of 
production, and Hungary--in the area of management, dominated on the whole. 


In the practice of integration in Romania, a dominance of solutions 
approximating the Bulgarian ones, beside their own original soluticns-~espe- 
cially in the cooperative sector--can be perceived. 


In the practice of Poland, the dominance of solutions approximating the 
Hungarian--although the solutions in use were tested in other countries 
as well--is pronounced. These solutions concerned the socialized sector. 


The degree of advancement by individual countries in the implementation 
of the concept of integrating agriculture with other branches of the 
national economy is quite disparate. Integration encountered various 
difficulties, often peculiar to the given country. That is also why 
periodic setbacks and ccaplications occurred during the formation of 
complex management structures, which were not in a position to eliminate 
these trends in any country. 


2. Formation of Complex Management Structures in Food Production at the 
Central Level 


Integration trends in the management of food production emerged in 
European socialist countries together with the acceleration of the process 
to eradicate delays in the development of the food industry and branches 
manufacturing the means for agricultural production and areas of services. 





These trends intensified the socioeconomic transformations in agriculture 
and, as a result, pressure to modernize the material conditions in 
agricultural production grew. The integration processes in the agri- 
cultural production of collectivized agricultural enterprises, related 

to the growth of concentration and specialization, likewise intensified 

[the socioeconomic transformations]. That is why in all of the countries 
except Poland, integration trends in the management of food production 
coincided in time with the postcollectivization integration processes 

in agricultural production. In essence, in all countries--without exception-- 
these processes clearly emerged already during the 1970's. 


At first, the process of these changes proceeded fairly spontaneously in 
several countrie~. which created many complications, often due to the 
ineffectual decisions in many countries. Most of the complications were 
generated by the attempts to create the so-called pure organizational 
participating together with agriculture in food production. These trends 
were most often put in practice through scientific means. In this type of 
practice, as a rule, the tests encountered barriers in the various 
departmental and sectional affiliations of units (enterprises and farms)--often 
of these same branches--and they clamored after diverging interests of 
individual branches. The case of forest and water management and, lately, 
the safeguarding of the natural environment as well, caused great problems. 








The ties between agriculture and those branches manufacturing the 
industrial means of production rendered no less a problem. These 
problems still continue to await solutions. Im this case, the aims to 
create “pure” management structures had to be given up--and not only 
in food production. 


In all of the countries, changes in the management of food production 
affected, above all, branches directly participating in food production 
together with their area of services. That is also why, most often, 

such tests were undertaken to create new structures or changes in existing 
ones, which would make possible a complex management of agriculture 

and the food industry, together with their area of services. Because, in 
certain countries, agricultural management at the central level also 
included other branches in the same department, especially forestry, 

this complicated the solving of the problem. A no less critical complication 
was created by the management apparatus and its resistance to radical 
organizational changes. Thus, changes at this level were often forced 
from the outside and inconsistently enforced, at times unsuccessfully. 

In connection with this, varied trends of changes in the management of 
food production appeared in certain countries, although the changes were 
aimed at the same goal. 


Careful analysis of the changes in the long run creates the basis for 
differentiating the trends which dominated and ultimately formed the 
management structures for food production at the central level, operating 
at the beginning of the eighties. These trends are toward: 


1) The assurance of coordination in the development of agriculture and 
the branches closely tied to it, mutually conditioned by means of 
supplementing or complementing existing structures with appropriate 
organizational solutions of a permanent nature; 


2) The rebuilding of existing structures by means of linking central 
departments and offices: of agriculture, the food industry and procurement 
center, and, at times, other also; 


3) The creation of a new structure of management in the entire complex 
of the national agricultural-food economy. 


Each of these trends was distinguished by: a different evaluation of 
needs and possibilities of integration in the area of management in the 
production of food and agricultural raw materials, as well as by various 
degrees of having overtaken the integration processes in production 
through integration in the area of management. 


The first trend dominated longest and still persists until now in the 

USSR. The CC CPSU plenum emerged in March 1962 with the first test to 
create, within the framework of the existing structure of department- 
branch management, the means of coordinating the development of agriculture 
and the branches more closely tied to them. As a result of the implemen- 
tation of the resolutions of this plenum, committees on agricultural issues 
at the all-union level and in the union republics were called together in 
the USSR. 
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Under the influence of these solutions, there were analogous developments 
in other countries, especially in Poland. Somewhat other solutions, going 
further, were introduced in Romania and in the GDR. Several years later, 
in October 1964, the CC CPSU plenum critically evaluated the changes that 
were accomplished. They were acknowledged as either ineffective or untimely. 
They returned to the earlier state and abandoned--among other things--the 
supplements to the department-branch structures. Increasingly more modern 
industrial branches and spheres of activities for the needs of agriculture 
had been developing since then and were isolated, and new departments and 
central offices emerged together with them. There are now 12 of them. 
Therefore, in due measure of these established in the USSR, voices coming 
especially from educational circles as well as from the training side, 
suggesting coordinated activities at the central level, were the more 
frequent. 


This issue was taken up again only in May 1982. At the CC CPSU plenum, which 
passed the "USSR Food Plan Until 1990 and Undertakings Assuring its Imple- 
mentation," the issue of changes in management was likewise investigated. 
The plenum passed the resolution "On the Improvement of Management in 
Agriculture and Other Branches of the Agroindustrial Complex" (PRAVDA, 

28 May 1982). On the strength of this resolution, a Committee on Agro- 
industrial Complex Issues was established in the USSR under the USSR 
Cabinet Presidium [PRM], and the creation of similar committees in the 
union republics was recommended, leaving it to them to decide on the matter 
of the placement of this committee, whether under the cabinet or under 
their presidium. 


The following were appointed to form the makeup of the USSR PRM Committee: 
the agriculture minister, the minister for fruit-vegetable management, 

the minister for the procurement center, the minister for the meat and 
dairy industry, the minister for the food industry, the minister for land 
reclamation and water management, the minister for rural construction, 

the chairman of the State Board on matters of material-technical supplies 
for agriculture, the chairman of the State Board on forestry management 
issues, the director of the Chief Headquarters for the Microbiology Industry 
under the cabinet, as well as other persons. Some ministers (there are 
several of them) were not to be found in the make-up of this Committee; 
these were: the ministers of the machine industries, specializing in the 
production of agricultural equipment and others in food production. 


Thus, the branch-ministry office system of management continued to be 
maintained in the existing form, supplemented by the coordinating center 
under the USSR PRM. The trend to create similar coordinating solutions 
likewise emerged in Poland. In 1982, the Food Management Board was 
established under the cabinet for the purpose of coordinating activities 
dealing with food production. Im contrast to the USSR, however, this 
solution was essentially limited to the central level in Poland, while 
it encompassed all levels of management in the USSR. 


= 
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The second trend (a remodeling of existing structures) emerged, in 
essence, in all socialist countries in different periods. It appeared 
earliest in Romania and in the GDR, where it was decided that the 
sOlutions in the food production management complex would be different 
from those introduced in the USSR in 1962. In practice--temporarily--the 
trend to create new structures prevailed. Coordinating solutions were 
adopted in the rest of the countries. 


In Romania, the indispensability of the reconstruction of management 
structures for agriculture and food production was noted at the Eighth 
RCP Congress in 1960, and changes were advised. Two years later, the 
ministry of agriculture and forestry was abolished and the Chief Economic 
Council for Agriculture [RNGR] was created, expanding its sphere of 
activity. This was to have been the beginning of the creation of a 
fundamentally distinct structure of management and, thanks to the 
participation of a representative of the community in the management, this 
management structure was to be reduced in its bureaucracy. In practice, 
these changes encountered resistance. In 1969, the Tenth RCP Congress 
evaluated highly critically the activities of the new structure and 
recommended that another solution be found. There was a temporary return 
to the previous solutions, and it was then decided to combine ministry 
offices of agriculture and food industry. Several times, however, the 
decision to combine was changed in consideration, mainly, of the ministry 
office of forestry--which was combined either with agriculture or with the 
lumber industry--before the trend to reconstruct the management structure 
essentially prevailed. 


In the GDR, a remodeling of the existing structures was recommended by 
the Sixth SED Congress in 1963. It was decided to create new structures, 
making complex management possible, especially for food production. 
Initially--as early as 1963--the Council for Agricultural Affairs, which 
took over the authority over agricultural ministry offices and basic areas 
of services for agricultural and food production, among other things, was 
created. Simultaneously, produc' ion functions were separated from 
advisory functions, and a broad ;articipation by a community repre- 
sentative--particularly specialists--in the management was assured. In 
keeping with the recommendations of the Seventh SED Congress in 1967, the 
council's functions were expanded and it was transformed into the Council 
on Agricultural Production and Food Management Issues. This state of 
affairs, however, persisted for a long time. In 1971, the Eighth SED 
Congress critically evaluated the activities by the council and recom- 
mended the creation of a Ministry of Agriculture, Forestry and Food 
Management. Thus it was maintained, brought about earlier by the gap 

in the branch-ministry office structure. However, it did not completely 
overcome the difficulties associated with the form of the structure in a 
satisfactory manner, assuring complex management of food production. 


In Czechoslovakia, the trend to rebuild the branch-ministry office 
structure of management for food production prevailed only at the CC CPCZ 
Plenum in March 1967. As a result of its vote, it was decided to combine 
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the agricultural with the food industry ministry offices, as well as the 
procurement center. The Ministry of Agriculture and Food was established 
in the same year. During the next year, after the constitutional changes 
that separated the Czech and Slovak republics, this ministry was transformed 
into the Federal Board on Agriculture and Food. As a result of the 
considerable advancement of the decentralization of management, the 
powers of the board were changed. After the surmounting of the sociopoli- 
tical and economic disturbances of 1968, it was decided to return to the 
earlier decision and reactivate the Ministry of Agriculture and Food. 
Admittedly, the complex management of food production was stabilized at 

a certain level, but not many questions were resolved and various problems 
associated with the dominance of the branch-ministry office management 
system in the entire national economy, continue to appear. 


The need in Hungary--highly consistently from the beginning--to rebuild 
the old structures and complex management of food production is linked 

to economic reform, defined as a new economic meahcnism. On this matter, 
the Eighth Hungarian Socialist Workers’ Party [WSPR] Congress approved the 
directives initiating economic reforms and passed a series of resolutions 
and recommendations. These were examined in December 1967 by the Parlia- 
ment, which decided on the initiation of reforms since 1968. At the same 
time, it was resolved to combine the ministry offices for agriculture 

and the food industry, as well as the procurement center, and establish 

a Ministry for Agriculture and the Food Industry. These changes took 
place without any conspicuous disturbances, all the more so since the 
economic reform limited the sphere of authority of the entire branch-ministry 
office management system, which was retained. 


In Poland, despite the voices from educational circles recommending the 
rebuilding of structures and the forming of complex management for food 
production, there is no hurry to make decisions. Only as a result of 

the resolutions of the Ninth PZPR Congress in 1981 was it resolved to 
bring about changes parallel to the initiation of economic reform. The 
maintenance in the structure of food production management alongside the 
Ministry for Agriculture and Food Economy, as well as the Food Management 
Board under the cabinet, constitutes the specifics of the solution adopted 
in Poland. This solution is unprecedented and its implementation will 


verify its correctness. 


Thus, in the majority of the European socialist countries, structures of 
complex management for food production were created within the framework 
of the dominant branch-ministry office system of management. This creates 
many inconsistencies and prompts a search for better solutions. Still, 

to a greater degree, they are linked to the advancement of the economic 
mechanism on which attention is now concentrated in these countries. 


The third trend, (the creation of new management structures), emerged 
initially in Romania and in the GDR and, several years later, in Bulgaria. 
While in Romania, and then in the GDR, such radical changes were abandoned, 
and activities were restricted to the rebuilding of old structures, in 
Bulgaria it was decided to create new agroindustrial complex management 


structures. 
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Exceptionally great attention was devoted in Bulgaria to the changes in 
management in general, and to food production in particular. Essential 
solutions were initiated in keeping with the resolutions of the Ninth 
BCP Congress of September 1966 which, on the issues dealing with food 
production, approved the outlines of the CC BCP plenum of April 1966. 

At first, the real departure was accomplished in the old structure in a 
way not employed in other countries. In October 1967, the central unions 
of food cooperatives and agricultural collective farms were combined. 

The new central collective was given charge over the management over the 
entire collective sector in the country which, in practice, meant a 
radical limitation and a partial change in the function of the agricul- 
tural ministry of office. This state, however, lasted a very short time. 
As a result of the decision of the CC BCP Plenum of July 1968, the 
agricultural and food industry ministry offices were combined. The 
Ministry for Agriculture and Food Industry gradually regained the powers 
that were earlier transfered to the Central Union of Cooperatives [CZK]. 
The decisions of the CC BCP plenum of April 1970 favored this [regaining 
of powers), introducing essential changes in management, which were 
approved by the Tenth BCP Congress in April 1971, at the territorial level. 


Further essential changes in management structures were fixed by the BCP 
congress that deliberated at the end of March and the beginning of 

April 1976. As a result of its resolutions, several complexes including 
branches and spheres of economic activity most strongly linked and 
mutually dependent were separated in the national economy in Bulgaria. 
The agroindustrial complex, including agriculture, the food industry, 

the procurement center and other spheres of activities directly linked 

to food production, was singled out from among the complexes. In August 
1976, it was decided to entrust the administration of production of 

the Ministry of Agriculture and Food Industry. Shortly thereafter, an 
organ of this complex was established: the board and council, which made 
an expansion of the participation by the community representative in 
management possible. The new complex structure of management was formed 
in this manner, determining--in effect--the experiment used on this scale 
only in Bulgaria. 


In all of the countries, these changes were accompanied by the more general 
trend of expanded participation by the community representative--especially 
representatives of education and training--in management. 


3. Formation of Structures of Complex Management for Food Production at 
the Territorial Level 


Integration trends in the management of food production in European 
socialist countries became tangled up in centralization and decentralization 
trends. The effect of each of these contrary directive trends appeared 
differently at each of the management levels. At the central level, quite 
naturally, the trend toward centralization dominated, just as the trend 
toward decentralization dominated at the territorial level. These trends 
clashed and generated tension and, at times, conflicts, which--in the 

long run--led to changes. The dominance of one of these trends always 
marked the direction of these changes. Depending on the influence of these 
trends, concrete changes formed, together with the use of integration 


solutions. 
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The tensions and conflicts which these two opposing trends generated in 
management, made it so that the decisions for changes contained compromises 
and partial solutions, were spread over time, and were often ineffective. 
The situation appeared otherwise only then, when the dominance of one 

of these trends persisted for a longer period, and when the changes--which 
were carried out--were more radical and more effective. | 


The influence of both of these trends is reflected in the integration 
solutions on the central as well as territorial levels of management. 
The extent of the influence of the trend toward centralization, however, 
as a rule, encompassed the territorial management level and formed 
changes at this level. Om the other hand, the extent of the influence 
of the trend toward decentralization did not always reach the central 
level and did not always form structural changes. That is also why, 

in the formation of structural changes in management, the clash of the 
influences of both of these trends appeared strongest at the territorial 
level. 


In the previous development in European socialist countries, the integration 
of management of food production, as a rule, did not disturb the 
centralized system of management, even if fundamental changes were brought 
about in the organizational structure of this system. The most radical 
changes dealing with the branch-ministry office organization had an effect 
of blocking occurrences of isolated ministry offices and dispersed 
management. Feasible limitations on centralization mainly brought changes 
in the economic mechanism. That is also why, in practice, integration 

in management--irrespective of the structural changes [i.e., integration] 
brought about--rather, favored a strengthening of centralization since, 

in eliminating the dispersion, it intensified the effectiveness of the 
activities by the central ruling circles. 


The situation on the territorial level of management appeared otherwise. 
Admittedly, management on this level functioned in a hierarchical 
dependence on the central level, but it was affected by pressure from 
the trends emerging in production, with which this level remained in 
direct contact. As a rule, these trends were disposed toward decen- 
tralization. In this same course, trends toward increasing self- 
dependence in production units affected the territorial level also, which 
created pressure on changes in the economic process. At this level of 
management--as opposed to the central level--there was less interest in 
organizational changes and more interest in the economic process and 
such integration solutions which would limit interference by the 

central level. 


This complex situation is reflected in the trends which determined the 
various integrating solutions in the individual countries. An analysis 
of the changes, which appeared in the long run at the territorial level 
of management, allows the isolation of the following trends: 








1) Toward structural changes at the territorial level together with 
changes at the central level; that is, under the influence of the trend 
toward centralization, or its maintenance at a designated level; 


2) Toward changes at the territorial level without structural changes 
at the central level; that is, under the influence of the trend toward 
centralization; 


3) Toward changes without disturbing the administrative division; that 
is, under the influence of the trend toward gradual, step by step solutions; 


4) Toward changes linked to administrative division changes; that is, 
under the influence of trends toward accelerated solutions. 


As a matter of fact, each of these trends let itself be known in the 
respective countries at various times and on different scales. Some of 
them were found to be shortlived. 


The first trend toward changes in management at the territorial level, 
as a result and together with the changes at the central level, was the 
commonly occurring trend, conditioned by the centralized management 
system. In each country, the most vital changes--and especially the 
structural changes at the central level--included the appropriate changes 
at the territorial level. 


In the USSR, the first test of assurance for the complex management of 
food production (in 1962) took over the entire system of management-- 
central and territorial. The decisions of the March CC CPSU plenum of 
1962, in effect, caused the structural changes at the territorial level 

to go further than the central. For at the central level, the Board 

for Agricultural Matters--although it quite considerably limited the 
existing functions of the ministry offices--preserved their participation 
in management. The case was different at the territorial level. First 

of all, territorial management was isolated, administered by councils 

from these management boards. Territorial management was made independent 
of the lower administrative level composed of regions in the USSR. 

In districts, countries and autonomous republics, territorial management 
of production and procurement centers for agricultural products was 
established. Moreover, the territorial management of kolkhoz-sovkhoz 

or sovkhoz-kolkhoz production (depending on the dominance of the kolkhozes 
or sovkhozes in a given region) was separated as the basic cell of 
management. In all, 960 of such territorial management boards were 
established in the country. In all of the territorial management councils, 
just as at the central level, the participation of the party leadership 
was strengthened and representatives of education and training were included. 


These advancements were accelerated by the changes-—-announced in the CPSU 
program passed by the Twenty-Second CPSU Congress in 1961--in the management 
of food production, above all at the territorial level, essentially changing 
the structure of management at this level. 
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In the critical estimate of the structural changes in food production 
management, at the CC CPSU plenum in October 1964, most of the space was 
taken up by the structural changes at the territorial level. It was 
decided at that time to return to the old structures--at the central 
and territorial levels, simultaneously. 


During the course of several years, at the cent~.l, just as at the 
territorial level in the USSR, essential changes did not occur. The 
formation of new ministry offices at the central level developed only 

the branch-ministry office structure, and increased its diffuse quality, 
which had the only influence on the efficiency of central management. 

At the territorial level, certain changes under the influence of the 
integrating processes in production were achieved, but rather to a 


local extent. 


Only in May 1982 did the CC CPSU plenum decide on essential changes of a 
structural character, which also included all levels of management. 

These changes, just as the earlier ones, had a broader reach over the 
territorial level, undoubtedly under the influence of the earlier 
maintained integrating trends in the sphere of food production. As a 
result of them, new structures--taking into account, however, the 
functioning administrative division, especially its basic cell: the 
region--were established at the territorial management levels. In regions 
districts and autonomous republics, territorial agroindustrial federations 
were established, into the membership of which the organizations of the 
agroindustrial complex and the enterprises subordinate to them entered 
respectively; while in the regions--were kolkhozes, sovkhozes and other 
enterprises participating in agroindustrial production, together with 
services. For their management, councils--the composition of which is 
decided by the local authorities of the appropriate level--were separated 
from them as in the past. As at the central level, these changes also 
mainly assure coordination of activities by the organizations and enter- 
prises, not disturbing their status and economic self-dependence. 





In the GDR, the formation of complex management of food production 
simultaneously encompassed the central and territorial levels of manage- 
ment. Together with the establishment, at the central level, of a Council 
on Agriculture Affairs in 1963, councils on agricultural matters were 

also established in regions and districts; but these were closely linked 
with the regional authorities. After the conversion of this council into 
the Council on Agricultural Production and Food Management Affairs, 
regional organs were similarly converted in 1967. 


In this way, despite the fundamental structural changes, the system of 
hierarchical dependence was preserved, just as in the old management 
structures. Further changes, connected with the establishment of the 
Ministry of Agriculture, Forestry and Food Management, in essence, did 
not contribute anything new at the territorial level. Its establishment 
assured complex management at both levels. 
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In Bulgaria, the first structural changes forming complex management of 
food production at the territorial level outpaced the changes at the 
central level. As early as July 1968, the CC BCP plenum decided to 

combine the ministry offices of agriculture and the food industry. 

Finally, in April 1970, the CC BCP recommended essential changes at the 
territorial level, as a result of which territorial agroindustrial 
complexes (known by the abbreviation: APK) arose. These changes were, 
however, preceded in as early as 1969 by the organization--on an 
experimental basis--of territorial complexes and agroindustrial federations. 


In 1976, further changes were decided upon, encompassing all levels of 
management. As a result of them, territorial agroindustrial complexes 
were combined with the homogeneous national agroindustrial complex as 
its basic cell. 


In Czechoslovakia, after combining the agricultural and food industry 
ministry offices and the procurement center in 1967, the establishment 
of agricultural associations in districts was recommended. These took 
over some of the functions and powers of the local agricultural authori- 
ties. Several years later, as a result of the changes at the central 
level, activities by these territorial associations were abandoned, 
expanding the role of the Ministry of Agriculture and Food. 


In the rest of the countries, as a result of the changes at the central 
level, changes at the territorial administrative level similarly occurred. 
On the other hand, new forms of organizational management did not emerge. 


The second trend toward structural changes at the territoria! level, 
without changes at the central level, appeared intermittent)y and at 
times preceded the essential changes encompassing both levels of manage- 
ment in certain countries. 


As early as the 1970's, territorial intercooperative councils, which 
took over some of the powers of the territorial agricultural authorities, 
were established in Romania. The CC RCP plenum of November 1970 
recommended that these councils become universal. In the next few years, 
the sphere of activities by these councils was expanded and they began to 
assume agroindustrial activities. These changes did not generate--as 
before--essential changes at the central level but, rather, completed 

the changes brought about at that level earlier. 


In Czechoslovakia, after the development of basic agricultural associations 
was relinquished, a new test was taken up, aiming to separate territorial 
complexes. In the 1970's, changes in this direction were begun with the 
establishment of the so-called cooperative circles, encompassing production 
activities by enterprises and farms developing permanent cooperation. 


In the USSR, new forms of management at the territorial level, especially 
the territorial agroindustrial associations, emerged in the seventies. 
New structures of territorial management emerged in Moldavia. A positive 
assessment of the new solutions provided a basis for the vital changes 
which were accomplished in 1982. 
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In Bulgaria, essential structural changes, accomplished in 1976, were 
preceded by changes at the territorial level. The emergence of a national 
agroindustrial complex was preceded by the establishment of territorial 


agroindustrial complexes. 


In the GDR, after the series of structural changes in management of 
1963 and 1.967, under the influence of the integration processes in 
agricultursl production, the first territorial agroindustrial associations 


appeared in 1977. 


The first territorial agroindustrial associations in Hungary, designated 
8 production systems, began to emerge in the 1970's as well. 


In Poland, experiments of establishing territorial agroindustrial complexes 
in state agricultural farms as the areas of concentration (Ketrzynsk 
and Sudecki, among others), were also taken up in the 1970's. 


In some of the countries, further structural changes in the management 
of food production can be linked even more with these changes. 


The third trend toward structural changes in management, without 
disturbing the earlier-formed national administrative division, was 
maintained in all of the countries. The previous development of 
integration proceeded independent of the changes in the administrative 
division, accomplished in certain countries during this period. At 

the territorial level, all kinds of integrating solutions were achieved 
within the existing bounds of the units of the national administrative 
division. Even in the USSR in 1962, regions were split despite the 
linking of enterprises, but they maintained their basic functions. The 
calling up of territorial sovkhoz-kolkhoz management at that time was 
not combined with the creation, within their regional Lounds, of new 
national administrative division units. 


The fourth trend toward structural changes in management, linked to 
changes in the national administrative division, appeared until now only 
in one country--namely, Bulgaria. However, it was only then, when it 
was recognized in that country, that the integration precess in the 
sphere of management already formed the organizational s:ructure of 
the agroindustrial complex of the national economy in a spatial system. 
That is also why in 1976, not by chance, together with the separation 
of this complex at the central level, a change in the udministrative 
division was decided upon, adapting this division to the area of the 
territorial agroindustrial complexes. This solution is unprecedented, 
but then in none of our other countries has such an acceleration of 
integration processes in food production appeared as in Bulgaria. 


Integration trends in food production, in that in the area of its 
management, are maintained in all socialist countries, and still more 
vital changes can be anticipated on this scale. 
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CZECHOSLOVAKIA 


CHEATING SAID NEGATING PIECE WAGE ADVANTAGES 
Prague HOSPODARSKE NOVINY in Czech 29 Apr 83 p 7? 


[Article by Engineer Vaclav Makrlik: “Piece Wages More Advanced Than Hourly 
Wages?*) 


[Text] Lately the questions of piece wages, which are more 
advanced than hourly wages, have been shifting to the fore- 
front of attention. The customary argument is that a work- 
er paid piece wages knows in advance how much he will get 
for a specified quantity of work and therefore has an auto- 
matic incentive to increase his output. Consequently ef- 
forts are being made to introduce this system of remuner- 
ation wherever possible. However, certain conditions are 
often disregarded whose absence can make this instrument 
miss completely its intended purpose. Some of these condi- 
tions are discussed in the present article. 


The basic technical and economic conditions for the introduction of piece wages 
(according to Directive No 313-1674/80 7210 of the Federal Ministry of Labor and 
Social Affairs, of 30 January 1980, Regarding the Application of Wage Forms) are 
as follows: 


--Determination of the technological process (work process) in advance; 
--Determination of the performance norm for this process, likewise in advance; 


--Creation of the technical and organizational conditions for continuous fulfill- 
ment of the tasks; 


--The ensuring of reliable control of the quantity and quality of the work per- 
formed. 


The first two of the above technical and organizational conditions are the eas- 
iest for any enterprise to ensure. These are conditions that can be determined 
very exactly, by *nown technical and economic methods. Often they are specified 
statewide, in collections of norms. 


The other two conditions, however, depend in many respects primarily on the spe- 
cific conditions and, it might be said, on the enterprise climate within the 


given organization. 
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Practical Example 


At a construction organization the workers who operated earth-moving equipment 
(known by their makes as Belorus, Eberhart, Dawies, etc.) were paid combined 
wages. This form of remuneration was chosen because the shifting of equipment, 
longer repairs and similar situations had to be paid by the hour, while the ac- 
tual work (excavations, fills, etc.) was paid piece rates, on the basis of the 
collection of performance norms that is valid statewide. 


A payroll audit revealed that many of these workers were earning a substantial 
proportion (72.5 percent) of the gross wages at piece rates. This would have 
been in order, except that this percentage of gross wages was earned during 
32.3 percent of the reported actual working time. For the rest of the reported 
actual working time they received hourly rates. 





To illustrate this example in greater detail, we present a breakdown of the spe- 
cific gross wages of an average worker who falls under tariff class 7, wage 
scale 4, which is 11.60 korunas per hour: 


--Piece wages 4,717 korunas for 82.5 hours, an average of 57.17 korunas/hour; 


--Time wages 1,183 korunas for 116 hours. 


In this case the worker earned 60 percent of his gross wages at piece rates, dur- 
ing 41 percent of the reported actual working time. 


The established facts immediately raised several questions: 


How is it possible to earn in one hour at piece rates a gross wage of 57.17 
korunas when at 120 percent fulfillment of the norm, which is the maximally per- 
missible fulfillment, a worker in tariff class 7, wage scale 4, can earn at most 


13.92 korunas/hour at piece rates? 


How is it possible to achieve 92.9 percent fulfillment of the statewide norm 
when it has been computed for the technical performance of the machine, even 
though with a certain reserve? 


What incentive does a worker have ¢o intensively utilize (in this case, to short- 
en) nearly 60 percent of his workit.gq time when he has earned the bulk of his 
wages during 40 percent of his working time and knows that he already has it 


made ? 


For in construction it is necessary to add to the aforementioned earnings vari- 
ous bonuses such as wage preferences, bonuses for trailers, various lump-sum al- 


lowances, etc. 


The answer to the first two questions is essentially simple: either the norms 
that are in force are not objective ones (they are too soft), or the performance 
and related wage reports have been filled out incorrectly. 


Objectivizgation wsecessary 


Feasibility of fulfilling the norm and remuneration for its fulfillment, i.e., 
the piece rate for a unit of work performed, are communicating vessels. The 
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softer the perfor ace norm--in other words, the easier it is to fill a select- 
ed unit of time, usually an hour (standard hour), with units of work (meters, 
pieces, etc.) at a certain piece rate (in korunas)--the higher will be the pay 
per standard hour worked. However, the performance norm should be set so that 
even under optimal conditions it cannot be fulfilled more than 120 percent. If 
this limit on fulfillment is exceeded consistently, the norm should automatical- 
ly be tightened, i.e., objectivized and made more progressive. 


Naturally, this measure 15 very unpopular, and many organizations avoid it. For 
it means interfering in specific interpersonal relations. It means tampering 
with the amount of earnings, or at least with the ease of achieving it. Instead 
there is often formed around the performance norms, and remuneration on their 
basis, an atmosphere of 100-percent objectivity, as if the quantity and quality 
of the work performed, and the remuneration for it, were entirely independent of 
the individual. The norm acts as a guaranty of perfect remuneration. But un- 
less there is a fully responsible individual to check the quantity and quality 
of work performed, and the pay for it, both can become entirely nonobjective. 
Constant control of the feasibility of fulfilling the performance norms, and 
occasional objectivization and control of the pay received on the basis of the 
norms, respectively of the accuracy of its computation, through the norm-set- 
ting and labor economics departments, are an essential condition. 


Thus soft norms are one possible way of achieving fulfillment higher than 120 
percent. Another possibility iies in recording and controlling the quantity and 
qual’ty cf the work performed. tne quantity and quality of work confirmed on 
the time and performance sheets are the basis of payroll processing, and hence 
also of paying wages. In order to achieve the desired earnings when the norm is 
tight, there have been instances of violating the technology prescribed by the 
norm. Some operations are skimped, others might be left out entirely from the 
prescribed sequence. The speculation is that later it will be difficult to de- 
termine whether the omitted operation was performed or not. This applies parti- 
cularly when one can easily lose track of partial operations within the entire 
work (the partial operations are built in or installed, or are dismantled as 
auxiliary construction work). Naturally, everything gets into the time and per- 
formance sheets, and from there into the payroll, because every operation has its 


rate and means money. 


The time and performance sheets usually are filled out by the production worker's 
immediate superior (mostly nis foreman). If the sheets are filled out by the 
worker himself, his immediate superior should at least check occasionally whether 
the entered data reflect the actual situation. In other words, he must check 
whether the quantity and quality of the work actually performed match the data 

on the sheet. Very often they do not. This is again a very unpopular activity 
that requires of the foreman a sense of social responsibility, and not a rela- 
tionship of false fellowship with the controlled worker. Naturally, this prob- 
lem is closely related to the authority of the foreman as the first level of ; 
management in the production process. This problem deserves separate analysis, 
and it has frequently been debated, with various conclusions. 


To Let the Worker Make Money 


However, there are also cases of intentionally reporting more work in the way 
already mentioned, or of using improper (higher) piece rates than what actually 
apply to the given work or machine, for the simple reason of letting the worker 
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make money. It is common knowledge that the hourly rates used to compute piece 
wages as well as hourly wages are relatively low because they were set at a 
time when the retail price level was lower than at present. The variable wage 
component essentially compensates for this difference. From this point of 
view, simple piece wages have a limit determined by 120 percent maximum fulfill- 
ment. Approval of the superior organ is necessary to introduce so-called pro- 
gressive piece wages, under which earnings rise faster above a certain percent- 
age of fulfillment. In this situation it is simpler to use hourly wages with 

a performance bonus that often amounts to 50 percent more of base pay. Hence 
it follows that the worker who is paid only piece wages will try to earn by 
other, not entirely legal means what another worker can earn quite legally with 
his hourly wages plus performance bonus, the limit of which is not tied so 
Strictly to performance. Naturally this occurs at the expense of the quality 
of the work performed and of the actual production volume (and of the other in- 
dicators derived from the production volume, such as labor productivity, etc.). 


Thus the question arises as to why there is continued insistence on introducing 
piece wages, and why the workers themselves want it. First of all we must re- 
fer to the already known facts: 


In many instances the performance norms are not really progressive, in the sense 
that they are set for the level of labor productivity that a good worker is able 
to achieve. Which means 120 percent fulfillment under optimal conditions. 


In some cases the norms are fulfilled with a pencil, to let the workers make 
money. 


As the immediate manager of production, the foreman actually does not have to 
manage personally, i.e., to assign the efficient worker tasks on the basis of 
the operational production plan and to check their fulfillment, because the 
tasks are set impersonally by the “objective” norm. The foreman does not have 
to personally evaluate the worker for the purpose of giving him his performance 
bonus on the basis of the system of indicators, as this is done in the case of 
hourly wages; evaluation is again determined by fulfillment of the impersonal 
“objective” performance norm. 


The efficient worker knows how much he earns during his working time. If he 

is clever, through a combination of the mentioned factors he is able to make 
enough money during one-third of his available working time, and the rest of 

his working time is at his disposal, depending on the specific conditions at 

his enterprise. Moreover, in some instances such as the mentioned example 

of combined wages, he is paid hourly wages for his relatively free time. 


In conclusion we are thus forced to establish that if any one of the mentioned 
technical and organizational conditions for the introduction of piece wages is 
not observed consistently, this unquestionably progressive form of remuieration 
will change into an instrument of self-deception affecting the real rise of la- 
bor productivity, the quality of production, national income and entire society. 


1014 
CSO: 2400/298 


38 





HUNGARY 


HEAD OF STATISTICAL BUREAU UPBEAT ON ECONOMY 
Budapest MAGYAR HIRLAP in Hungarian 1 May 83 p 5 


[Interview with Dr Ferenc Nyitrai, president of the Bureau of Statistics, 
by Andras Tabori; date and place not specified] 


[Text] It deserves some explanation why we publish this interview now, on 
the first of May. The subject of this discussion--comparison and evaluation 
of the Hungarian economy in international terms--is by no means alien to the 
frame of reference evoked by the spirit of internationalism of the first of 
May. It suffices to recall the Central Committee's decision of last April: 
we are taking an active part in the pursuit of international tasks, thus 
furthering the cause of peace and social progress, and “our primary contribu- 
tion to this cause is the successful completion of the construction of so- 


cialism in our country." 


Thus we already arrive at the core of the subject of our discussion as origi- 
nally planned: comparison in international context. However, Mrs Ferenc 
Nyitrai, Ph.D., President of the Bureau of Statistics, comments first of all 


on the initial concept: 


"I am convinced that not only is it timely to evaluate the Hungarian people's 
economy in general and continuous terms, but to represent our present situa- 
tion in international context is even more so. It is a basic truth, yet 
worth stating, that our achievements are identical with the achievemenis of 
socialist countries, and, on the other hand, our shortcomings weaken this 


community as a whole." 


Center Field 


"Within the Bureau of Statistics, we have been carefully observing for more 
than 20 years where we stood in the context of international comparison. 
Already in the mid-sixties and the beginning of the seventies, we have deter- 
mined through detailed measurements that we have caught up with our earlier 
lagging and have risen into the international center field. In the seventies, 


we even managed to take a few steps forward." 


[Question] What does this often mentioned center field mean exactly? 
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[Answer] It can be defined by the per capita share of gross national product. 
Lining up the European countries accordingly, and examining them approximate- 
ly, that is, within intervals, we are situated around the middle of the row. 
In the mid-seventies, we essentially ranked with Italy, Spain, and Greece. 
This position represented about 40-45 percent of the U.S. production of that 
time which, compared to the ratio existing before the liberation, is the re- 
sult of a very significant step forward. We also have been in center field 
within the ranks of socialist countries: the GDR, Czechoslovakia, and the 
Soviet Union have preceded and still precede us in the per capita share of 
national income, while Bulgaria and Romania have been behind us, although in 
constantly decreasing proportion. Data from the seventies indicate small- 
scale improvement compared to socialist countries, although from 1977 on, our 
rate of growth has been slower than that of other socialist countries. 


[Question] Without doubt, this is not the appropriate historic moment to 
phrase the question: where do we presently stand within the international 
course? Although, presently, keeping solvent is the most important thing, 

I do not believe that we could choose at random the good and bad instants 

in this context. Also the Central Committee's decision reflects the thought 
process that we should not lose sight of our long-range, strategic goals 
while satisfying short-range tactical demands. This latter is a task requir- 
ing national efforts, to prevent setbacks from the rank we already attained 


within the world economy. 


[Answer] Economy is too complicated to allow or permit the emergence of one 
Single priority, or even that of several, by disregarding everything else. 
Even the balance of payments cannot be an exclusive goal. I would rather 
say: it should be the first among equals. This also results from the fact 
that solvency cannot be lastingly improved without creating the necessary 
background of production for it. What else could be the basis of the balance 
of payments and from where would it come? Another possible way would be to 
economize on imports and to restrain consumption and investments, but the 
decision of the Central Committee stressed explicitly that on the long range, 
this is just not the road to follow. Production has to be the basis of bal- 
ance--this basic truth is the hard fact of our times. Only what we produce-- 
properly, effectively, and of excellent quality-—-can be put on the market 

and will sell well. I would sum up this subject matter by saying that we 

are now entering the intensive phase of development and this requires efforts 
of a different quality, and essentially better utilization of our energy 


sources. 


Our Productivity Ranking 


[Question] Let's continue the evaluation of our international ranking mea- 
surement by comparing efforts. 


[Answer] From the viewpoint of practical progress, this, indeed, is the 
most important. First I need to mention labor productivity which we so often 
discuss yet in practice so often neglect. We, statisticians, continously 
analyze the comparative data of live labor productivity, and, after all, these 








facts could lend proof of reality to our ranking. Let me give you a few 
examples. Industrial productivity within developed capitalist countries is 
2.5 times that of ours. Analyses comparing the industries of Austria and 
Hungary showed an approximate 75 percent productivity advantage for Austrian 
industry in 1975. We projected this test to 1981 and it became apparent 
that we advanced only to a negligible degree, by 1 or 2 percent. Between 
European socialist countries, the productivity of our industry is about 20- 
40 percent behind that of the GDR and Czechoslovakia. Progress of machine 
industry productivity from 1971 to 1978 had been moderate; more so than for 
example in Bulgaria where there are many new factories and a remarkable num 
ber of new products. In the eighties, the proportion of new products within 
our own machine industry has been even lower than in previous years. 


All this is very remarkable from two points of view. First, because the 
facts may seem to indicate that, in reality, we are only approaching the in- 
tensive phase of progress now--on the other hand, the differences are essen- 
tially smaller when we compare our living standard to that of these same 
countries. Hence here we are in debt: to use a milder expression, we do 


have reserves. 


[Question] I read in one of your papers that, while at the turn of the 
eighties the average life time of all our industry export products has been 
14.3 years, the non-ruble exchange part of the life of industry products has 
been even higher: 17.7 years. What do these figures mean? 


[Answer] In my opinion, it means primarily that as long as a product is 
marketable at any price, companies will not strive to penetrate the market 
with new products. Relatively low economic efficiency reflects this same 


fact. 


[Question] Let me interject, a propos your definition of "will not strive": 
Are regulations and the system of institutionalization coercing companies 
to better marketability and to exceed production conservatism? 


[Answer] Obviously, such coercion does exist. The fact itself that com- 
panies are forced to import clearance mechanism--since the strictness of 
import economy is common knowledge and induces thinking of better ways to 
make production and expenditure structures more efficient. However, not all 
elements of control reflect such coercion. The coercion of expectation that 
companies increase the volume of non-ruble oriented export is often much 
more effective. The focus is more on this, as it is necessary nowadays. 
However, on the export markets, lasting success can be achieved only through 
rapid structural change and by adjustment with more flexibility to changing 


requirements. 


[Question] Let's dwell on the theme of coercion, or, in a broader sense, on 
that of the impulses affecting the companies. In this context, how do you 
see the role of government or the possibilities and effects of regulations? 


[Answer] Every government document reflects the ideal aspiration that com 
pany and government leadership should think and act together, or at least in 
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coordination. However, since until the end of the seventies, we had lived 
under relatively lax regulatory circumstances, government has been forced to 
become more strict and company response to it has become defensive. Thus, 
today, company attitude is motivated chiefly by the intention of how to fend 
off government's efforts toward strictness. Data on prices, profitability, 
wages and technical development funds reflect this tendency. During the past 
years, we experienced the emergence of technical development tunds exceeding 
all central allocations, thus forcing the government to subsequent revocation. 
Sometimes the same happened, in spite of all intentions and discussions, in 
the rising of wages to a level higher than planned--which too led to subse- 
quent measures. Yet this is not the ideal solution. Effective relationship 
is the one where reconciliation surfaces through understanding the goals. 

Let me add that the business federation: the Hungarian Chamber of Commerce 
can be of great help here. 


Strictness and Regulations 


[Question] Let me return to the government being forced to take stricter 
measures of regulation. I am under the impression that, according to the 
text and spirit of the Central Committee's decision, we are not talking mere- 
ly of increasing strictness but also of modification of the system of condi- 
tions as expressed in the continuation of reform policies. 


[Answer] In my opinion, we deal also with the predictability of the aspira- 
tions for more strictness and its practical enforcement. There is no way of 
effective company planning while conditions are consistently changing, some- 
times retroactively. However, let me add that this attitude has not been 
government-initiated--if it is permitted to use this expression in this con- 
text. A special kind of dialog has emerged, not so much verbal as active: 
the companies took a step and, in answer, the government was compelled to 


take other ones. 


[Question] The Bureau of Statistics published data which make one think 
about how the investigated industrial companies judged their possibilities, 
situation and marketability. It seems that the mix-up of company-government 
dialog might have resulted from the confusion of corporate self-knowledge, 


too. 


[Answer] The picture is full of colors and contrasts, in professional lan- 
guage: the field is scattered. There are groups of companies brilliantly 
informed about market conditions, possessing real self-knowledge; but there 
are companies which have almost no idea of their real situation. Let me 
quote an analysis of one of the ministries where the industry branch classi- 
fied 64 percent of its products as future-oriented, in such a way that 34 
percent of it is already competitive as of now, while further 30 percent can 
be made competitive without considerable expenditures. These companies 
painted an even rosier picture of their exports, finding that approximately 
half of their products exported in 1980 had been, and 25 percent can be made, 
competitive. This evaluation is disturbing not because it is optimistic but 
because this disproportionate optimism is rooted in confused self-knowledge. 
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And, if earlier we spoke of economic reserves, now I can add that consider- 
able reserves are offered through a realistic assessment of the situation 
and through strengthening practice adapted to reality. 


[Question] One more reason to return to the discussion of the Central Com 
mittee decision--more precisely, to the pursuit of reforms. How do you feel 
about it, partly from the viewpoint of which direction would be the most 
practical to follow in pursuit of the reform and, on the other hand, what 

do you think of the related socioeconomic debates? 


[Answer] On the grounds of practical experience, the Central Committee de- 
termined that the direction of the reform initiated 15 years ago is the 
right one. However, we all know that occasionally, because of circumstances 
beyond our control, we turned off the course of reform and that our task is 
to return to that course. Summing up experience. of broad social discus- 
sions, the expert committees are at present working primarily on how to re- 
turn to the course at the point from which we left. As a matter of fact, 
using the incentives of self-reliance and risk-taking, the reform aims at 
strengthening our position in the center field so that from there we might 
step up to a higher degree of progress. 


As for the debates, focussing on their essence, I can only say that it is 
questionable whether we need to stimulate forcefully the rate of growth. 
However, I would like to turn this question around by asking: Do we have 
the means for this stimulation? In my opinion, presently we do not yet have 
these means. Not only because the developed capitalist countries are pre- 
sently far from recovering from recession but--and primarily--because we 
still lack the industry background necessary for dynamic growth. We do need 
an industry with flexible adaptability which does not penetrate the capi- 
talist market with second-class products but--at least in a few important 
instances--with merchandise of outstanding quality, offering fastidious 
choices, high quality workmanship, products much in demand and all the re- 
lated services. Only once all this is at our disposal can we discuss seri- 
ously the stimulation of the growth rate. 


All of the above is related to structural change and working out its direc- 
tion is the most important task we face. Looking at key areas in our present 
world, it seems that key areas of action will be in energy, microelectronics, 
telecommunication and biotechnics. We have to think about ways to penetrate, 
with our modest means but far from modest creative energies, at least some 
parts of these key areas of universal progress. 


Economy, Society 


[Question] The Central Committee decision deals with the social, political, 
and economic complexities of the reform treating efficiency improvement as 
well as perfecting of social leadership *»* ‘~#titutional functions as 
part of the same process. That is, the decisis. 6s not treat economy in 
sterile isolation. In my opinion, this is very significant, although it re- 
flects continuation of our policies, because new circumstances lend new 
coloring to the continuation. Do you agree? 
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[Answer] Without doubt, it is an element of determining importance of the 
decision and the computation-preparing process to examine the economy and 
society in the context of their interrelationship. Therefore, dealing with 
the continuation of the reform, the decision also indicates that this con- 
tinuation should be considered, and in practice realized, on the grounds of 
large-scale social exchange of views and interest--because we, the different 
segments of our country gathered in national unity, do all this together. 


As for the system of institutionalization of the economy, it has gone through 
considerable changes within the last 1 or 2 years; basically, since the Con- 
gress, it has become more simple. I think simplification of institutionaliza- 
tion is the decisive characteristic of the reform, because the fact itself 
that there are less cabinet ministries increased the independence of com 
panies. We have to continue on this path. However, it is also just as im 
portant to continue on the road toward further simplification and achievement- 
orientation of the organizational system and leadership mechanism within com 
panies. By no means should this be interpreted as that we should dissolve 
large companies one after the other and convert them to several smaller ones. 
Adapted to demand, the composition should include large-size industrial com 
panies, medium-size companies--which as of now we do not have yet--and a 
series of small companies, helping and complementing each other. 


All of the above is related to the living standard. I think many of us re- 
joiced with me over the wording of the decision, confirming that we want to 
improve the balance through stabilization, rather than reduction, of the liv- 
ing standard. This attractive idea means also that, on these grounds, large 
segments of society can be drawn into continuation of the reform, toward ful- 


fillment of its economic goals. 


[Question] We are phrasing all this in the future tense, but what are our 
possibilities right now, knowing the pressure of circumstances on our solven- 


cy? 


[Answer] Everything depends on how well we will succeed in strengthening our 
foreign trade balance in 1983 and 1984, by reaching an active foreign trade 
balance as planned. This is the secure foundation to enable us to manage our 
economy with broader corporate independence and consistent enforcement of the 
reform. Therefore, at present, we are laying the groundwork for the road 
which--we hope--will lead us faster ahead, according to already tested prac- 


tice. 


Tunnel? 


[Question] Pardon me to divert our conversation towards the raw material of 
my profession, that is, to language. More exactly, to the interpretation of 
an expression. I mean the tunnel-theory. An illusion keeps appearing which 
considers our problems from this perspective. When shall we get out of the 
tunnel? they keep asking but to me, it seems that this tunnel does not exist. 
According to this theory, all we have to do is to get beyond something and 








then everything would go on where we left off, and wc would arrive at sun- 
drenched meadows. Yet, in an epoch-changing sense, something came definitely 
to an end and something brand new has begun. 


[Answer] Look, I am a statistician, therefore, I never examine a part of the 
course only, but the course as a whole. I have to remind you of the December 
1978 decision which dealt with the alteration of the course and did not men- 
tion the tunnel at all. In fact, this course has stretches difficult to 
evaluate, very difficult stretches, but I don't believe either that by pass- 
ing through these difficulties we arrive at the fields of the Garden of Eden. 
The most important is that since 1968 we have been on the right course and 
that, when in December 1978, we corrected the standards, we knew why we were 
doing it and we also knew the direction of the correction. 


And, even if by following this course we are not progressing in circumstances 
as pleasant as we would like to, by international standards, our achievements 
are not bad at all. There is no unemployment in Hungary--although many fear- 
ed it for the country. An essential factor is that, despite our problems, 
our progress is constant and there were no such breaks as in a series of other 
countries. The third factor: we managed to maintain the living standards on 
the 1980 level, according to the pledge of Congress--even somewhat above it. 
There is no population segment--I emphasize, no segment--today in the country 
which is basically in want of subsistence. Also, let me refer to the discus- 
sions about living standard in the newspaper MAGYAR HIRLAP: it demonstrated 
that even retired persons with the lowest income level have, in general, the 
material goods necessary to satisfy basic needs. Many countries richer than 


ours cannot say the same. 


The most important resources of our progress are the spirit and will of risk- 
taking and it is this spirit which we have to stir up. That is what we ex- 
pect from the continuation of the reform, from the modernization of institu- 
tionalization; we expect it from the coordinated action of planners, execu- 


tives, and workers. 


[Question] Thank you for the conversation. 


12214 
CSO: 2500/248 


Ls 





HUNGARY 


MARJAI QUIZZED ON ECONOMY, PRICING, INCOME, TAX SYSTEM 


Budapest MACYAR HIRLAP in Hungarian 14 May 83 pp 6-7 


[Interview with Deputy Prime Minister Jozsef Marjai by TV reporter Istvan Mako 
entitled: "Increase in the Output is Our National Interest"; date and place 


not specified] 


/Text/ Jozsef Marjai, vice-president of the Council of 
Ministers, gave an interview to the Television which was 
broadcast on Channel I Thursday night. An abbreviated 

record of the discussion in which the TV was represented 


by Istvan Mako follows: 
/Question/ Which are the characteristics of our national economy at present? 


/Answer/ As a matter of fact the resolution adopted by the latest session of 
the Central Committee and a recent interview with Comrade Kadar have already 
provided an answer to your question. I think we cannot add much to these. But 
we have to make it clear that the external conditions of our economy have lately 
further deteriorated. At the same time our efforts have also been intensified; 
both leaders and masses have increasingly recognized the tasks ahead of us. 

The consensvs in this respect is assured. We cannot nourish the illusion that 
after a successful Central Committee meeting the world will relax and we will 

be safe without making any further efforts. Even if an upsurge in world economy 
will happen, and this is expected on a small scale, it will not bring us 
directly and immediately relief. For if the economy in Western Europe and 
elsewhere on our principal markets will to some extent overcome stagnation and 
recession, then those countries will first deal with their own unemployment 
problem, making their so far unexploited labor capacities workable and we will 
be merely a second priority. Therefore the period of economic upsurge will not 


make life immediately easier for us. 


We Should Not Become Vulnerable 


We should also take into consideration that our partners and competitors, just 
like us, have not been going idle during the last 5 years in this difficult 
world, but they used their time for modernizing production, above all the 
production structure, and prepared themselves for the coming upsurge. We talk 
a lot about structural changes, production changes, but our competitors accom- 
plished these during this period of time. Thus we will have to face stronger 
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competitor-partners everywhere, on all markets of the world. The requirements 
became also stricter within the CEMA in the socialist community. Our socialist 
partners are now demanding from us goods of better quality and of greater value 
and usefulness, since without these qualities they are not able to take another 
step further. Thus the world will not be more indulgent toward us during a 
possible period of recovery than it had been until now. 


/Question/ Thus the paramount question is how will our present economic system 
meet these requirements? 


/Ansver/ Our national economy has to meet the needs of the country. It has 

to do this under the conditions in which we are now living, i.e. in the midst 

of our great difficulties in keeping our markets and increasing our share in 
world trade. We are dragging along certain burdens: we have to amortize our 
debts and to meet also international commitments in other areas. We have 
certain liabilities as a result of the fact that we procrastinated when it would 
have been imperative to make progress. This has already been often discussed 
and the resolution of the Central Committee hinted at it. The problem is not 
only that we have to provide for the needs of the country but that we have to 
keep alive our ability to function. As Comrade Kadar used to say: this 
country, this socialist country has to live and function under any circimstances. 
No matter how poorly the world fares, or how much worse it will fare in the 
future, no matter what kinds of blows will visit us, we have to live and 
function and maintain our ability of development. Thus we should avoid now 
managing our economy in a way that would jeopardize our chances of progress 
and would exhaust our reserves. 


/Quest ton/ We talk a lot about our solvency. What is the situation now in 
this respect? 


/Answer/ The problem of solvency cannot be separated from our basic duty to 
meet the needs of the country. Therefore we should manage our affairs in a 
disciplined and intelligent way, saving energy, raw materials, labor and all 

the other resources at our disposal. This is only one part of the tasks. If 
we care about these, our position in the world will improve and we will keep 
our solvency. If we will not work in this way our solvency will become 
vulnerable or even vanish. However for the time being everything seems to 

point to our ability to keep our solvency despite the poor circumstances. This 
is very important since the preservation of our financial solvency is a premise 
of our ability to participate in international economic activities to the extent 
we are doing now and possibility to expand our share in the future. If our 
solvency ends, if we cannot meet the deadlines in paying the interests and the 
installments which are overdue, then we shall no longer be treated as equal 
partners, we will be excluded from many places and the conditions of payment 
will be dictated to us. And then we will have to make a big step back. The 
dimensions of our country and our economy are such that the criterion for our 
existence and development is to have the strongest possible ties with this world 
and to establish as many rational, organized and useful relations with foreign 


countries as possible. 








it is most encouraging what happened in 1982. True, the leadership had to 
endure severe torments and grievances and the masses, the workers have also 
suffered from the backlashes in the country's efforts. But we have to say that 
this experience was very enlightening and we have kept our ground in this 
extraordinary showdown. The nation, from his president to the unskilled workers 
did its duty, it reacted to this great trial as any healthy organism would. 

The characteristic feature of a healthy organism is that when it meets unexpected 
difficulties, it does not loose its head, this should be last thing to go, but 
mobilizes its reserves. And this country, this nation reacted in 1982 in this 
way to its tribulation. It was a great help that the implementation of the 
December 1978 Party resolution and the guidelines of the 12th Party Congress 
have set the stage for this critical period and enabled the country to meet 
quickly and intelligently the challenges. Without this it would have been very 
hard to do so. And it would also have been hard without certain developments 
of the past, I am referring to the reform of the economic mechanism, but most 
particularly to the people's achievements during the last 25 years thanks to 
the sensible policy of the Party. This is far from being an insignificant 
accomplishment even if projected on international dimensions. After all, I 
think, we became stronger in 1982, our self-esteem has grown, und we now see 
that our country is able and ready to afford more and to counterbalance all 
kinds of detrimental and unfavorable impacts in order to keep its identity, to 
maintain the quality of life and to preserve its ability to develop and to gain 
a better place for Hungary in the world than what it had in the past. We have 
done a lot for this and we have scaled higher on the rank list of the nations. 


About the CEMA Summit 


/Question/ The preservation of our solvency hinges also on our international 
environment. How do we stand in the world in this respect? You have traveled 
to various pleces during the last couple of weeks and months. How do you see 
for example cooperation with the CEMA now, which is the most decisive factor 


for us? 


/Answer/ Undoubtedly the CEMA is the most important external factor of our 
economy but by no means a unique factor. All that we have achieved within the 
CEMA is very valuable: it became an integral part of our economy and a basis 
for all we are doing in other relations. The CEMA is the indispensable foundation 
and constantly renewable source of our security and productivity, that we have 
to preserve and maintain. We should seek to take ever more advantage from CEMA, 
to see to it that it increases our resources even under circumstances in which 
other member countries have similar problems and difficulties. Our sister 
nations are living in the same world and have reached essentially the same 

stage of development as us. This stage requires certain qualitative changes 
which are very capital-absorbing, which demand much money, qualified and well- 
paid manpower, raw materials of good quality, energy, smooth supply of food and 
possibly other elements in order to continue our progress. 


As a matter of fact the CEMA has set for us all the basic conditions for 
security and the possibility of further development. It has provided us the 
quantitative conditions of life and for making up our lag in development. Now 
we have to find new methods which might help us make a qualitative step ahead. 





Besides, the CEMA is a continually working and functioning organization. The 
preparations for summit meetings, about which there was much talk recently, are 
also a constantly running business. In sy view the preparations for the upcoming 
meeting make good progress. We have been able to reach agreement on many questions 
and what is even more important, we try to make good use of the possibilities 
which are emerging during the stage of preparation. We assert and apply things 
which seem to be ripe enough already to our current economic management. We do 
not wait for the summit to meet and to gmake decisions about everything and only 
then wake a step ahead. The date of the summit meeting depends in our opinion 

on the stage at which sufficient materials of documentation are accumulated to 
pave the way for a big step ahead in cooperation. 


We consider the work done thus far useful and productive and we hope that this 
will be so also in the future. I think that the date of the meeting per se is 
not a cruciai point, what really counts is the approach I have sketched before 


We have talked about the other regions of the world in connection with our 
relations with them. I have noted that we ought to preserve and broaden those 
ties. This is not a matter of subjective decisions, it is not a matter that 

the government and politics can determine. A country like Hungary with its 
given natural conditions, historic past and economic structure needs the 
broadest possible international ties. Thus aside from the CEMA also with other 
areas of the world. We cannot and do not want to change this. The essential 
thing is to establish such ties which are advantageous for us, which might help 
us solve the problems of the present, pave the way for further development and 
promote our ability to make further progress. We absolutely need this and 
cannot and want not to neglect it. But if I may add to this without lack of 
modesty: mot only Hungary needs this. Socialism, the socialist community, 
Europe and the entire world are in need of countries like ours, at this stage 

of development which is especially a product of the last quarter century. For 
such a Hungary is a stabilizing factor in international situation, in world 
politics and economy, and in the East-West relations. It is a factor to a 
greater extent than its size would really warrant. Its existence and the 
preservation of its quality exert a favorable influence upon the conditions 

of the struggle for detente and the defense of peace. In order to build peaceful 
coexistence and to preserve it in the long run, under the most favorable and 
humane conditions, the world needs such a Hungary. And if political stability 
would decline in our country, or national unity would be hurt, or we would suffer 
a great setback in our economic balance, this would ot only be detrimental to 
the Hungarian people--this is why we say that the preservation and strengthening 


of all this ‘tional task--but might wreak havoc also with the international 
situation a1. set off a wrong chain reaction in many respects. Therefore 
to care about ou ability is a duty not only toward ourselves but also toward 


our socialist brothers, toward socialism and toward the entire humanity. 


We Should Give Chances to the People 


/Question/ We have seen how intricately entangled are categories, notions, 
the interests of the country and of the citizens, the situation of our economy 
and our international position, in sum our role, that you have right now 
described. Therefore I think it is a very important question: where are we 
going, how will the reform be continued? 
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/Answer/ Soctalism is not an automatic mechanism. Although once upon a time 

my generation also imagined that after our takeover we will march into socialism 
with fluttering flags, brassband music and singing, and with many-many flowers 
and of course with great joy. This is not socialism and indeed we have not been 
taught so but man prefers what seems to be more agreeable and beautiful to hin; 
he likes to beautify his world and above all his future. Yet socialism is not 
an automatic motion but a conscious building of a new society in which we have 
to plan everything, have to compose and organize its system and conditions of 
function, and then after we have to continue working together. And as we are 
progressing, we have to change the system continually. 


After the victory of the revolution, the building of socialism and the road to 
communism leads through a series of continuous reforms. When the situation is 
ripe for a change, we have to make a step ahead. The way we have worked 
yesterday is no longer good today, even its forms and structure cannot remain 
the same. This does not mean that the things of yesterday were wrong but only 
that today we have to work, not necessarily better, but in another way than 
yesterday, in order to achieve better results. 


Our system of economic management gust be permanently developed and made more 
perfect while observing our tested principles. Comrade Kadar articulated this 
graphically so: "We will have to live with this task, with this concern for 
ever.” I think that this is a very important thing that we should keep in mind. 
There are periods when we have to accelerate the process of change, for example 
when the general situation is critical, when we need all our reserves, when we 
have to rouse all the creative energy, love of work and ambition for an increased 
output which usually slumbers in individuals and in the collective, and to find 
the organizational framework for their energy. This is the basic meaning of 
reform that is tantamount to a development of the system of economic management. 
We have to grant the possibility to everybody, to the working people and the 
collectives, in all areas of life from management to the work-benches and 

farms, to manage their business more rationally and intelligently, and to 
accomplish what they are able to afford. This is now particularly important 

for us, it is a fundamenial criterion in the building of socialism. 


We did a lot lately in order to manage our economy rationally and thriftily, 

but it is not yet enough. With some exaggeration we may say: we became 
squanderers before becoming rich. However a society can only become rich if it 
learns to manage well its affairs and to use materials, energy, labor and all 
that is at its disposal economically. We need more rationality, more organiza- 
tion in economic management, and should provide more means for an increase in 
labor efficiency. This is why we need a plurality of forms, we should simplify 
in this respect, but we should expand rather than reduce the possibilities. And 
we should never set the various organizational forms against each other. It is 
essential that the workers’ income be proportionate to their output and that 
their wages be related to their accomplishment, but that the organizational 
framework be of socialist character. What we have done thus far was in agreement 
with the requirements. If any distortion, big or small, happens in the process, 
we must correct it and we will do so. 
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The Requirements of A Modern Income Regulation 


There are many important problems to be solved ahead of us. For a substantial 
increase in the cutput of the economy we need another kind of wage and income 
regulation, another tax system and another system for the movement of the social 
capitals. In connection with a further development of our wage and income 
policy we plan to make income distribution more consequential to the socialist 
principles, i.e. we want to enable everybody in his work place and within his 
work time to produce more and accordingly to earn more. And if anyone has the 
disposition and energy and needs more money, he should have a chance to work 
more and to increase his income accordingly. The principle of differentiation 
must be maintained. Propaganda about this is not enough, we have to map 
important changes for the years to come. This country, this people has to 
accomplish more. This is indeed a question of ideology, but also a condition 
of our existence and development. 


/Question/ If we talk about differentiation and additional income the problem 
of how to spend that additional income implicitly arises. During the last 
couple of years, but particularly during the last very difficult year, we 
managed to provide smooth public supply of goods and services. How does the 
government get along with this problem this year? 


/Answer/ One of the basic elements of our Party's policy is that we have to 
continuously improve the smooth supply of goods and services. When the national 
average of incomes stagnates this has an additional importance. We cannot and 
should not incur risks in this respect. Our duty is not only to maintain th- 
level of public supply but to make further efforts to expand the range of 
available goods, to increase the quantity of goods on sale, all this in order 
to provide the population also with those kind of articles which reached it so 
ar only through homecoming travelers or smugglers. If someone works more and 
earns more, he should have the possibility of spending his money for whatever 
he desires. By the way this is a fundamental criterion of democracy too. It 
should not be commerce that decides how you spend your money, because you can 
purchase only what is on the shelves, but it should be the working man and 
woman who decide how to spend their well deserved income. The 1982 level of 
public supply is guaranteed for this year too and I think that we may even make 
a step ahead during this year. We must be unyielding in this respect. If we 
have to make things stricter, then we will have to tighten the conditions of 
income. We have to achieve a point where people put out work of better quality 
and more valuable for the same or bigger income. Therefore we should be stricter 
in this sense. In my view we must be demanding and severe toward ourselves as 
well as toward others in our function as workers and producers rather than as 


consumers. 
Import, Supply, Export 


/Question/ I would broaden this question of supply. We often hear people 
saying that the--I must admit--strict rules of import management raise obstacles. 


What is your opinion about this? 
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/Answer/ Our stricter and more heavily controlled import management was a 
result of our plight in 1982. We had to do so. In order to pay our debts 

we had to achieve substantial gains in our convertible foreign trade. Ina 
world in which crisis prevails every country everywhere protects its market and 
decreases its import, it is impossible to obtain a significant increase in 
exports and to achieve great profit through exports alone. Moreover the prices 
of mos—- goods have further declined last year and they are still doing so at 
present. Undoubtedly an increase in our export capacity will help us in the 
long run, but temporarily we had to curb our imports. 


This had and still has disagreeable side effects. Our management organs did not 
believe indeed that we are going to take this seriously. Their basic point of 
departure was that the government will feel compassion when seeing the diffi- 
culties. But if we have nothing, a heavy heart is no help, with lamentations 
we cannot achieve anything and only action and work can change the situation. 


Some managers were not properly prepared for this situation, this has caused 
setbacks in production and locally even in supply. But these were not inevitable. 
Insofar as consumption by the population is concerned the restrictions should 

not restrict the range of choices and restrain the sale of goods. This is 
something that we will be able to avoid already this year. On the other hand 

the complaints of the producers are recurring. We know that it is not easy to 
switch from larger imports to more modest ones. Research and practical experience 
have shown, however, that the Hungarian economy was very muck import-oriented in 
earlier periods. Imports have grown rapidly and exceeded the country's ability 

to produce. Now we ave to find the right proportions. Import restrictions are 
temporary phenomena. A prime condition of our country's existence and further 
development is its integration into the international economy and into as broad 
relations as possible with it. These should not be limited to trade but should 
cover all areas of life. It is only then that we will be able to draw advantage 
from them. Our principle should be, to put it simply, that in Hungary, in such 

a small country, we should produce what we can best produce and in an area where 
our conditions, abilities, brains, knowledge and imagination can be put to their 
best use. And we have to produce what the world demands from us, what it 
appreciates and for which it pays a good price. Thence we should not produce 
everything. We have to be basically export-oriented, we have to import everything 
else that we need. If we can do this we will not be threatened again by a great 
loss because of the unfavorable barter-price conditions. 


Then we will export only those products which can be sold at reasonable prices, 
which are profitable and will adjust our imports properly, choosing carefully 
the goods that we really need. We are not against imports, on the contrary. 

In the long run we need goods imported justifiably and inevitably. Our import 
policy which in 1982 became cruelly strict revealed that we were not only 
generally wasteful in our economic management but that our import management 
was not up to international standards. 


Yet thriftiness should also be applied to imported goods. In a country which 
needs imported materials for production, to begin with, since it has to import 
raw materials and energy--and then comes as a second priority what I mentioned 
above, namely the products that cannot be profitably manufactured in Hungary--in 
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such a country thriftiness in imports must be taken very seriously. We have 
already achieved something in this respect. It is well known to what extent 

we have reduced the import of oil and its by-products and a series of raw 
materials during the last 5 years. But a strict import management should not 
be limited to goods of such importance as oil, but this policy should be 
extended to the entire range of imported goods. Our strict economic management 
has taught us some more rational and thrifty methods concerning the entire area 
of imports. This is a great achievement of the year 1982. But now we have to 
consolidate and preserve this. Thus our import management has not only negative 
aspects but it has also provided some useful lessons. Necessity may prove to 
have advantages: an intelligent economist sizes up always the experiences of 
lasting value that he has lived through during a critical period. 


We Improve Our Social Policy 


/Question/ This topic leads us to another no less complicated problem, i.e. 
investments and development. It looks like just in order to keep our solvency 
and because of other efforts, we have invested much less money than earlier. 
Some people are seriously concerned about our future since we do not seem to 
care enough about development. 


/Answer/ Their concern is justified. But we can only formulate policy on the 
basis of our real situation and within the limits of our possibilities. The 
government's scope of possibilities is in a series of things restricted. If it 
has to maintain our balauce of payments and for this purpose is obliged to limit 
domestic consumption then its margin in decisionmaking remains restricted. We 
can reduce public spending and we have done this and are continuing to do so. 
Only such institutions are we planning to maintain in the long run which are 
necessary for the country, for the people. We intend to cut the amounts of 

money spent for them to a rational minimum. We have already done a lot in this 
respect. We can or we could reduce social charges but this we want to avoid. 

In the area of social policy we would like to grant more advantages to the 
population but we want to manage more economically the expenditures. For it is 
also a form of waste when the workers do not benefit more from social investments 
yet a great deal of resources are nevertheless squandered. The amounts invested 
in medical are and education should not be reduced. However these amounts should 
be well managed in order to make them more profitable for the benificiaries. 


Likewise it is not permissible to touch on the old age pensions and we do not 
plan to do this. In this area we continue our present policy. The situation of 
the retired with low old age pensions should be gradually but continuously 
improved within our economic possibilities and in proportion with them. But 
also in this respect we insist on differentiation which forms part of the set 

of principles we have been talking about. Thus the idea of reducing or changing 
the high old age pensions or changing the age of retirement has not arisen and 
it would not be justified. It would indeed be superfluous and senseless. And 

I must admit that an increase in the taxes levied on old age pensions was 
decided by the government in a difficult situation and with a heavy heart. We 
consider it a temporary measure. As soon as we will be able to develop a new, 
more timely wage and income policy, we will work out a new tax system that we 
are going to separate from the old age pensions. By the way, we need a tax 
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system that assures an equal distribution of the fiscal burden and charges a 
greater share of this burden on those who have higher incomes. We have such 
limitations in the areas mentioned above, we know them and take them into 
consideration. Then, what else is left? The standard of living. Yet we want 
to protect the present standard of living. If we exceed the limits of our 
possibilities, as we did last year, then we will make a correction. Hopefully 
we will not have to do it this year. At the same time we would like to improve 
the conditions and circumstances of life in this country and achieve a goal of 
everybody being happy and able to get along in this difficult world. 


After all this, aside from resources-management, there is only one area in which 
we can make reductions and that is the area of investments. The decrease in 
investments was in fact significant, but on the other hand their proportion in 
national economy was still respectable when compared with international standards. 
They represented indeed a great deal of money and we should manage this more 
rationally. For our investments are still wasteful, their implementation lasts 
too long and they include too many superfluous things. The investments of the 
enterprises still fail to focus on the areas in which they could be the most 
rapidly realized. The amount turned over to investments is satisfactory this 
time too, if we can use the resources rationally. The investments did not 
decrease to the point where they would jeopardize our ability to develop or 
where they would threaten our future. Only we should manage them, just as we 

do other undertakings which more care and more practical sense. Unfortunately 
the improvement is still small in this respect. 


To Demand The Most From Ourselves 


/Question/ All these requirements postulate another system of work conditions. 
And at this stage may I observe that you are considered very hard at work. 

More exactly, you demand much both from yourself and from your collaborators. 
Why do you maintain this tense rhythm of work? 


/Answer/ I do not know how this question has arisen since I have answered it 
many times. Well, we can only attain our goals if we are most demanding from 
ourselves, our collaborators and our entire environment. First of all it is 
work that determines our way of life, our security, the level of our public 
supply, our choice of goods on the market, the security of our family life and 
the welfare of our children and grandchildren. It determines the life of the 
entire nation, our present and future. If we are not very strict in work toward 
ourselves and toward each other, then our situation will not change but will 
deteriorate. Although people often say that we should not be maximalists. 

I would nevertheless point out that we have to demand the most from us all, the 
maximum attainable at a given moment, and we should be consistent in this. This 
is a fundamental question. We owe this to our family and to the entire nation. 
We do not have accumulated treasures or colonies and nobody bestowes gifts upon 
us. The basis of our life and chance of improvement is better work and more 
output. This cannot be done without certain requirements and there is nothing 


extraordinary about then. 


I must say that the people, as far as I can observe it, are in agreement with 
this. The great majority of our population are working people who try to thrive 
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on their own hard work and by the creation of real values. And those who apply 
this principle also to the others are troubled when we are indulgent in this 
respect, when those are prosperous who do not want to work as hard as it is 
required. I repeat: we have to make it possible for everybody who wants to 
work and can work to have a job and we should also force those to work who do 
not want to work. This should be done not only by the leaders but by the 
collective as well. True, we demand much more from the leaders, or if you want 
to put it so, from the cadres, and among them particularly from those who work 
in the state administration and were called earlier civil servants. I said 
this the other day and was criticized for it that some of our cadres are not 
“convertibles,” i.e. they cannot meet requirements. If they are told to act 
when it is time to act, they would accuse everybody who demands this of improvi- 
sation and muddling. Yet the secret of success is to make timely decisions and 
to act at a fit and proper time. Not all of our cadres can do this. True, 
there was a time, the long golden era, when it was all right in many positions - 
to sit idle and receive time and again premiums and awards. Now however much 
more is needed. We have to start the fight and struggle with the problems 
every morning again and again. 


I have to say also, since I would not like to be unjust, that we have admirable 
cadres, and they are not only a few. They are the majority. There are among 
them some who were able to hold their ground in incredible situations and to 
achieve results which are outstanding even for international standards. When 

we distributed this year the State Prizes and other awards it was in recognition 
of such merits, although only a small portion of them was awarded since there 
are not enough prizes and awards to distinguish everybody who has deserved then. 
In fact we have marvelous people. There are many who are capable of outstanding 
and unique performances, and behind them there are hundreds of thousands and 
millions who compiy decently with their everyday tasks and who could do even 
more and would gladly do more. It is om them that the nation relies and every- 
thing depends on their activities. We must be severe with ourselves and must 
demand much and ever more from ourselves, this is the command of the day for 
today and tomorrow. We cannot be indulgent on this. If we speak about the 
human factor, this is what is on my mind. 


The TV program called News Background on 26 May will answer questions related 
to this interview. 
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HUNGARY 


PROPER INVESTMENT POLICY SOUGHT 


Budapest NEPSZABADSAG in Hungarian 17 May 83 p 4 
[Article by Andras Nyilas: “Is Investment Too Much or Too Little?"] 


[Text] Part of the income from the national product must be spent on invest- 
ment in the interest not only of expanded production but also of simple 
re-production. But it is an every present topic of debate in economic 
research and modern economic growth, how much of the national product we 
should spend on investment. 


The size of the investment ratio and changes in it have been the cause of 
many debates among Hungarian economists and economic policy makers already 

in earlier times. The forced economic growth and excessive industrialization 
of the early 1950s caused a sudden jump in investments to the detriment of 
consumption. This disrupted the balance and, after a while, it was necessary 
to put restraints on economic policy, followed by a repetition of the pro- 
cess. In earlier times, debates usually ended with the final conclusion 

that investment is "too high" and, therefore, it must be lowered. The basic 
justification was that "we can only use as much as we have produced" because 
"too high" investment either draws resources away from consumption, or else 
external sources must be made use of to finance investments in excess of the 


internal resources. 


Since 1974, such external factors also were added to the debate which we did 
not need to take into account earlier. The epic changes occurring in the 
world economy have caused considerable losses to us, basically as a result 
of our deteriorating foreign trade exchange rates. In 1982, this price loss 
approached 60 billion forints and, by 1985, it can even exceed 70 billion 
forints annually. This loss is to be interpreted in such a way that, if we 
could have transacted our export and import, also during these years, on 

the basis of the 1973 foreign trade prices, then today we would have avail- 
able a source of income, higher by this amount, for domestic use. Between 
1974 and 1978, these losses were almost exclusively covered by external 
credits the installation and interest payments on which, since 1979, represent 
additional burdens comparable to the loss in prices. Thus, the direct loss 
due to the exchange rate, plus the debt service, the delayed, indirect loss, 
will claim now and in the ensuing years about one-fifth of the national 


56 





product. This means that the observation, thought to be everlasting, that 
"whatever the level of domestic production is also the level of consumption" 
is also modified because, in reality, we cannot consume as much as we have 
produced but less by about 20 percent, when we subtract the losses from the 
national product. It is true that we can get new credits to repay the inter- 
national loans. But this is merely another delay because sooner or later 
these also have to be repaid from the yields of domestic production. 


It is obvious that, from a national product which has increased very moder- 
ately, practically stagnated since 1979, less is left over for domestic 

use year by year, also including investments. This has become the center of 
attention because, between 1979-1983, we have decreased domestic spending by 
a relatively forceful decrease in investments while consumption was even 
slightly increased. With the further decrease planned for this year, the 
amount for investments will be 20-25 percent less this year than it was 5 
years ago. While then, investments were at 28-29 percent of the domestic 
consumption, they will be at 24-25 percent this year. 


Because of such a change in the investment ratio, today's investment is 
considered already “too little” by many observers. In many branches, this 
amount is not even enough to replace worn installations. This increases our 
technical backwardness and hinders future economic development. Moreover, it 
projects the danger of an eventual recession on such a scale that the economy 
will not produce enough income and will compel a reduction in consumption on 
a larger scale. 


In contrast, according to representatives of another view, in our national 
economy there still are such reserves for increasing the effectiveness of 
investment and the possible profit from existing installations that mobiliz- 
ing them would make it possible to keep investments at the current "low" 
level for as long as several years or even to decrease them further, if 
needed. Those who oppose this view refer to the function-like correlation 
between the level of economic development and economic growth on the one 
hand, and the level of investment on the other hand. A more advanced economic 
development and more rapid economic growth by necessity require a higher 
investment ratio. (Essentially in response to this correlation, the invest- 
ment ratio was increased nearly two-fold within three decades, also in 


Hungary.) 


But economic historical analyses hold this correlation valid only during the 
lower phase of development, the initial growth period. Roughly after having 
reached an intermediate level of development, economic development will 
depend gradually less on an increase in the investment ratio and much more 
on the effectiveness of existing installations and investments. This con- 
clusion was reached, among other, by Nobel laureate professor Simon Kuznets 
who spent a lifetime studying economic growth. The domestic data of the 
1970s also confirm this view because during these years there was a 

decrease in economic growth in spite of an increasing investment ratio. In 
an international comparison, the investment ratio and the rate of economic 
growth are compared. According to this, considering our level of development 
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and €specially the nearly stagnating national production, the 25 percent 
investment ratio is high and its effectiveness is very low. 


Following the change in the world economic era, the investment activity of 
most industrially developed or moderately developed countries has been 
Stagnating to this day or has been increasing only slightly. In the coun- 
tries mentioned, the effectiveness of individual investments has not de- 
creased but has improved in the majority of the countries, and efficiency 
was significantly increased by the stagnating-decreasing investments. In 
Hungary, however, it seems that the achievement of significant change in 
terms of an increased effectiveness of investments was unsuccessful both after 
1968 and after 1978. Even more investment continues to be almost the only 
tool for solving socio-economic problems. It is justified by the argument 
that the more effective material and energy management, structural changes, 
development of the infrastructure, etc., necessary under the new conditions, 
require much greater investment; technical development and, nowadays, also 
the replacement demands require much greater investments than before. Thus 
the problem today, much more than before, is to find a method to drive back 
the investment demands which are sometimes documented by multiple, justified 


arguments. 


There are two major factors which hinder our attempts to select those invest- 
ment demands which would bring the greatest yield, on an international scale, 
to the investing enterprise and to the national economy alike. One is that, 
under the current accounting system, the greater part of the depreciation 

of fixed installations remains in every company to cover their investments, 
irrespective of the rentability of development. Such an amortization 
accounting system will, in the final analysis, conserve the management and 
the production structure. Because this source of money is for the most part 
not used to replace existing fixed capital, in our opinion, it would be 
better if the larger part of amortization deductions would be used to 
establish a credit cover fund from which only the most rentable investments 
would receive credit. This would help to solve the problem and would increase 
the independent venture-readiness of the enterprises. 


The other factor which hinders the adequate selection of investments is the 
fact that, having a great many investments in progress, their completion ties 
down a large part of the available developmental possibilities for several 
years. From the scarce resources, there is hardly any possibility to start 
urgently important developments and investments which would promise high 
yields in accordance with the new condition. Our current economic system 
will by all means insure the financial source for investments already in 
progress even if the investing enterprise is lacking in base and is outright 
in the red, moreover, in most cases even if the semi-processed investment 

is obviously no longer economical today. In this manner, it is not selection 
but rather contraselection that indeed prevails in development. This contra- 
selection would already be decreased just by withdrawing the larger share of 
the amortization. In addition, investments which are obviously uneconomical, 
wasteful and postpon able under the new conditions should be stopped in the 
Same manner that we are forcefully cutting back imports paid for by foreign 
currency or that we attempt to suppress enterprisal activity working at a loss. 
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we continue to be forced to greatly cut back domestic consumption. If we 
would not succeed in significantly increasing the effectiveness of invest- 
ments, accelerating the rate at which effective investments already in pro- 
gress would yield an income, shutting off from resources those investments 
which are not effective as measured on an international scale, then it could 
indeed become necessary to lower the consumption by the population even more 
than until now. We hope that our good efforts will insure that we would not 
be forced to take this approach. 
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HUNGARY 


RESEARCH FINDINGS ON THE SOCIALIST ENTERPRISE HIGHLIGHTED 


Budapest NEPSZABADSAB in Hungarian 10 May 83 p 4 
[Article by Denes Kovacs: "The Socialist Enterprise") 


[Text] More than 10 years ago, in 1972, the government resolved that, in 

the framework of the national long-range research plan, scientific investi- 
gations involving the socialist enterprises must be given preferred status 
and must be treated as main trends in research. This also confirms how 
important it is to the government to elucidate the theoretical and practical 
problems associated with the functioning of socialist enterprises which play 
a decisive role in the economy. The results already achieved by the investi- 
gations and their further goals were recently discussed by the social 
scientific coordinating committee of the governmental committee on science 


policy. 


At the time the investigations were started, a two-fold goal was set by the 
resolution. Both remain fully current today. Namely, the goal was, on the 
one hand, that the investigations contribute to the formulation of a social- 
ist enterprisal theory and, on the other hand, that the results of the 
investigations should promote both directly and indirectly the enterprise 
guidance activity of the central economic policy and, by far not the least, 
the practical work of enterprises. 


The orchestration of activities involving this main trend in research has 
been done from the beginiuing by the Karl Marx University of Economics. This 
choice was fortunate since the research work conducted at the university, 

and also the instruction itself, can be natural centers for inquiries 
involving the socialist enterprise. Furthermore, members of the faculty 

at the university, precisely because of their varied professional approach, 
are also suited to study the function of socialist enterprises from many 
sides. But the staff of the university by itself is, of course, not 
sufficient to undertake such a demanding task. Therefore, in addition to the 
coworkers of other universities, academies, research institutes and guidance 
organs, practicing specialists working in the field also participate. The 
size of the task is also indicated by fact that, over the years, more 
than 400 invesitgators have gotten involved in the work, in addition to 
economists cultivating various special areas of the field, also sociologists, 
mathematicians and engineers. 








In accordance with practical demands, the themes of the investigations have 
been considerably modified during the past decade. During the initial period, 
the investigations embraced 18 topics. Although all of them were important, 
the multiplicity of the tasks and the scattering of the investigations 
hindered a concentration of forces on the most important tasks. Therefore, 
the number of selected tasks was reduced in recent years. 


Among the current research trends, there are such very important topics as 
the enterprisal structure of the national economy, the democratism of the 
socialist enterprisal organization, the theory and methodology of enterprisal 
planning, enterprisal organization and guidance, the possibilities to speed 
up innovation and others. 


The organizers have also progressed in the coordination of tasks, the results 
are evaluated by the individual creative workshops and committees, which are 
effective arenas to debate merit. The investigations involving socialist 
enterprise are very beneficial for the professional development of a signifi- 
cant number of the younger generation of economists and they also contribute 
to raising the standard of university instruction. 


Investigations involving the socialist enterprise were successful and useful, 
in the judgement of the sociological coordinating committee. As is the case 
with all sociological research, an evaluation of the utility and practical 
applicability of enterprisal investigations is also very difficult since the 
results appear mostly directly in treatises and journals, and thus play an 
important role mainly in shaping the attitudes of professional opinion. 
Therefore, it is not to be belittled that, during a 10 year period, there 
were about 680 reevaluated and accepted studies in the framework of such 
investigations, more than 50 books were published by the pa ‘cipants and 
there were nearly 70 papers published in leading journals ot ‘.e field. 

The results of the investigations were utilized, among others, in resolutions 
on plant democracy, enterprisal law, in reshaping enterprisal guidance and 
structure, in measures to improve supply management, in the further develop- 
ment of economic guidance and in analyzing the state of large enterprises. 


Another field of application is direct enterprisal practice. But, since we 
are dealing with basic research, part of the results can appear in enter- 
prisal management only in a transferred form. Mostly the results of method- 
Ological investigations can be used directly by the enterprises in planning, 
plant organization and rationalization, supply management and the enterprisal 
use of computer technology. 


The results are not unequivocally favorable in this respect because there is 
no adequate responsiveness toward new methods in the enterprises, a fact 
also confirmed by other indices. Nevertheless, it can be expected that the 
example of certain, well-functioning enterprises will aslo inspire the 
others. In addition, the increasingly difficult econom!- conditions will 
induce the enterprises to request the scientific method iogical results and 


to apply them increasingly. 


Even a sketchy report of the main conclusions of such a very broad investiga~ 
tion would exceed the frame’ of a newspaper article. Therefore, one can only 
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refer to 4 tew, selected, particularly timely problems. The investigations 
and analyses indicated that, during the past 10 years, enterprisal manage- 
ment was characterized by a constancy in spite of the fact that both, in 

the world economic environment, and in the domestic economic policy and 
guidance, there have been significant changes especially during the last few 
years. The behavior of the enterprises is continually characterized by a 
striving for growth above all, passive adaptation, a slow change in product 
structure and inadequate inclination toward innovations. Therefore, further 
investigations are needed to clarify what causes it that the enterprises 
mostly “return” to their earlier course of action in spite of the changing 
impulses coming from the outer environment. 


These experiences also confirm that the relationship between the environment 
and the enterprise is among the fundamental questions of both theory and 
practice. And, of particular importance in this context are the extent of 
enterprisal independence both in theory and in reality, the possibility of 
increased independence and the associated institutional system of operative 
economic guidance, and the method and extent of direct central interventions. 
But to solve these problems, it is necessary to create an enterprisal 
incentive system of longer-range than merely a year. With respect to 

system of contacts between enterprises, the most important aspect is the 
expansion of market functions even for the majority of the large enterprises. 
To resolve overdemand, which is steadily prevailing in our economy even today, 
it is necessary to rethink the various interrelations of a market functioning 
under socialistic conditions. 


The successful functioning of enterprises is made more difficult by the 
largely uniform character of their behavior and activities although market 
orlentation, production profile and the requirements of mechanical-technical 
advancement affecting a given enterprise would require different enterprisal 
behaviors. The causes of these symptoms are in part buried in the enter- 
prisal organization but they also cannot be detached from the external 
environmental conditions, economic guidance and economic policy. It is also 
in part related to these problems th.. the enterprises show a low inclina- 
tion to innovate and that their internal organization is incapable of 
accomodating new trends in a suitable manner. Nevertheless, it would be 
illusory to expect an improved inclination toward innovations exclusively 


from organizational reforms. 


These symptoms again put the spotlight on the great responsibility of the 
leaders of enterprises which is the more important because we are currently 
witnessing a change in generations in the circles of enterprisal leadership. 
Noteworthy, in this context, is the conclusion of the investigations that the 
leaders often do not concentrate their accivities on the enterprise. Rather, 
they strive to build good connections "upward", with the economic guidance 
organs which have great influence on the functioning of the enterprises, 
because they feel thereby to serve the best interests of the company. It 

is also true that this conduct is largely the natural consequence of the 
deficiencies of our guidance and institutional systems and, therefore, the 
enterprisal leaders can scarcely be blamed for it. The work of enterprisal 








leaders is unfavorably influenced by the fact that they do not enjoy a 
Satisfactory social standing and also that there is little genuine relation- 
ship between their material and moral recognition, and the enterprisal 
results. Also, for this reason, the leaders are inclined to trace back the 
causes of difficulties within the enterprise to external factors and to point 
“upward” even when this is not justified. 


The investigations within the frames of socialist enterprise revealed not 
only gany deep-seated economic problems, but they also made various proposals 
to solve them which are also utilized in activities aimed at the further 
advancement of economic guidance. These problems are in the air and are 
widely debated by various professional tribunals just as by a broad public 
opinion. Drawing a lesson from earlier experiences and adapting to the 
constant changes in economic practice, the investigations must be continued 
so that their results should contribute even more and more directly to the 


more effective functioning of the enterprises. 
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HUNGARY 


NEW TYPES OF SMALL ENTERPRISES, VENTURES DESCRIBED 


Munich SUDOSTEUROPA in German Vol 32, Feb 63 pp 115-137 





[Article by Andreas Wass von Czege, Dr of political science, scientific colla- 
borator at the Institute of Foreign Trade and Overseas Economy at the University 
of Hamburg] 


[Text] Part 1: Legal Foundations and Characteristics 


Since the early 1980s, the institutional system has come into motion in the 
Hungarian economy. In addition to restructuring the state organs for economic 
guidance, dissolution of trusts and large enterprises, and also reorganizations 
within the plants, above all the various new forms of small enterprisal produc- 
tion have come into the spotlight of publicity. Since early 1982, there has 
been a considerable expansion of the freedom of organizations to shape then- 
selves. Its effects on the institutional system and the mutual cooperation 
among Hungarian industries were the subject of a study conducted at the 
University of Hamburg the results of which are presented here in a series of 
two articles. First of all, the legal framework and the peculiarities of the 
new organizational forms of production by small enterprises, in Hungary, are 
described and the possibilities which arose are analyzed. This will be 
followed by a subsequent contribution in which the experiences and problems 
confirmed so far will be presented and commented on. 


Limited Importance of the Small Industrial Plant 


Plants of small and intermediate size, that is, employing up to 10 and up to 

50 workers, respectively, were totally absent from Hungarian industry until the 
early 1980s. While in 1980, in Japan, for instance, 90 percent of the indus- 
trial enterprises had less than 20 workers, in Austria, 85 percent of all 
industrial plants had less than 10 and only 3.4 percent had more than 50 
workers, in Hungary, only 0.7 percent of all induetgial workshops had less 
than 100 and 14.4 percent had less than 500 workers. 


The reasons for this, even under CEMA conditions extraordinarily high degree of 
concentration of Hungarian industry will not be discussed here further.? Only 
the most important arguments will be repeated point by point which led, 
finally also in Hungary, to the promotion of small and intermediate industrial 
enterprises by the state: 
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1) For a large enterprise, the production of small series or a few numbers of 
items is often uneconomical whereby only a limited assortment of products are 
offered. In such czses, small and intermediate enterprises are suitable forms 
of organization to fill in the gaps in products offered, by satisfying special 
demands and producing small series or individual pieces. This is especially 
valid for products of the so-called background industry. 


2) Small and intermediate enterprises are forced more than large ones tc adapt 
to changing market demands because of the absence of monopolies, lesser poten- 
tial for evasive strategies and the like. Therefore, they are usually more 
flexible and more innovative which leads to their offering a wider selection of 
products and services, more responsive to demand. 


3) In the absence of small and intermediate enterprises, a healthy division 

of labor among enterprises, to specialize in the most «cost-effective production 
and replacement parts, accessories and small articles, cannot develop. In 
large enterprises, the tendency toward “micro-autarchy" leads to the wasting 

of resources, increased costs and qualitatively inadequate production. 


4) Consumer demands, which are increasing: y becoming more differentiated with 
the growth in prosperity, require forms of goods and services offered which are 
decentralized and nearer to markets. Large enterprises are not in the position 
to market a wide assortment of goods in small amounts and to respond to rapidly 
changing demands. The absence of adequate possibilities to organize production 
by small enterprises in the legal sector enhances the probability of developing 
a "shadow economy" without legal sanctions (work performed on the black market, 
the use of illegally obtained materials, etc.) with corresponding negative 
effects on the national economy. 


in Hungary, these consequences of the high concentration of industries, coupled 
with a dominance of large enterprises which governed individual production 
sectors, have become increasingly more obvious in the 1960s and especially in 
the 1970s, and made it clear to the politicians that a fundamental reform in 
industrial organization is necessary. 


Multiple-Layered Reform Goals 


One element of the current strategy, followed in Hungary, to adapt the size of 
industries and forms of enterprises to the changed functional conditions and to 
the goals set for the Hungarian economy, is the expansion of organizational 
possibilities for small enterprise production. In addition to correcting the 
above discussed deficiencies of the lacking small and intermediate enterprises, 
the Hungarian economic policy makers thereby also hope: 


--for an increased intake of state revenues primarily by legalizing activities 
which had only been offered on the black or gray market before; 


--for a national economic "reactivation" of savings hoarded by the population 
insofar as a possibility will be provided to accumulate private capital in the 
form of acquisition of means of production within the framework of the newly 
created sxall enterprisal forms of organization; ° 








--for a more efficient exploitation of means of production found in public 
ownership by redistributing the right to use then; 


--for the uncovering of work power reserves and also of innovative and enter- 
prisal potentials by enlisting ecudents, renters and free time activities in 
the production process, and also by reducing hidden reserves in the enterprises; 


--for promoting competition by opening the market to new organizational forms 
and by simultaneously relaxing the rigid profile of the enterprises. 


According to the government's concept, the adaptation of the enterprisal size 
structure should take place as a vastly independent process which, although to 
the greatest extent centrally initiated and legally secured, remains largely 
left to the decisions by the enterprises and the consumers, and to “market 
pressure". It is characteristic of this concept that central guiding organs 
can step in less in an administrative and more in an informative, advisory 
capacity. However, for such a micro-economic organizational adaptation to 
changing economic conditions to take place, a sufficient organizational freedom 
to restructure itself at the level of the enterprise and the private consumers 


is a prerequisite. 
Amending the Law of Enterprises 


In order to enable the large state enterprises, which dominate the industry, to 
adapt their internal plant organization in the spirit of the government's 
conception to the market demands in a more independent and flexible fashion in 
the future, the 1977 law of state enterprises® was most recently amended in 
September 1982. This amendment has correspondingly broadened the frame of 
decision making with regard to an internal organizational restructuring of large 


enterprises’: 


--In the future, the establishment, liquidation and restructuring of state 
enterprises can be initiated not only by the actual founding organ, but also 
by other ministries, the chamber of commerce, interest groups of cooperatives, 
and, above all, by directors of trust enterprises or by the managers of enter- 
prisal subdivisions which seek independence (par 1 of executive decree No 42/ 


1981). 


--The rigid profile of state enterprises is relaxed just as the decision making 
monopoly of their director who is now provided with a directorial council fur- 
nished with the right to decide, has an oversight commission above him, and 
whose recall and appointment can be regulated differently than provided by the 
previous law. Thereby collective leadership principles are stressed more than 
before. (Pars 2-5 and 8 of legal ordinance No 20/1981, and also pars 3 and 


4 of executive decree No 42/1981.) 


--The possible founding organs for state enterprises are expanded: In addition 
to ministries and local councils, in the future, also banks and even the enter- 
prises themselves can establish state enterprises and exercise plant supervisory 
authority (par 1 of legal decree No 20/1981). 
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--The spectrum of possible types of enterprises is expanded by subsidiaries 
and “small enterprises” (pars 1 and 7 of legal decree No 20/1981, and also 
pars 2 and 6 of executive decree No 42/1981). 


Protile Expansion Through Subsidiaries 


The possibility to found subsidiaries is of system-changing significance insofar 
as here, for the first time, an important property right, the so-called “plant 
supervisory authority"® is delegated to the enterprisal level. As described 
above, the initiative to establish a subsidiary can come from the enterprise 
itself, from the directors of its autonomous subdivisions (ex. trust enterprises) 
or also from interested public organs. The decision to establish a new firm 

is up to the parent enterprise and it does not require the consent of admini- 
strative organs (appropriate branch ministry, Ministry of Finance, etc.). 
However, the position of the branch ministry relevant to the field of activity 
of the subsidiary, of the executive committee of the local council relevant 

to its location and, if the founding organ is a trust enterprise, the opinion 

of the trust leadership? must also be obtained. 


if the subsidiary is to be directed according to the simplified regulations 
for “small enterprises", to be discussed later, the consent of the Minister 

of Finance is also required. The rules of relationship with the parent enter- 
prise (with respect to production organization, contracted capacity, distribu- 
tion of eventual gains, etc.) must be settled already when the subsidiary is 
established under ministerial control. Since these rules will be patterned 
primarily on the model of “joint enterprises", one can already draw on corres- 
ponding experiences with regard to settlements of debt assumption, profit 
sharing and similar matters. 


Furthermore, the financial conditions for the establishment and activities 

of subsidiaries are regulated by a decree of the Minister of Finance.!9 Accord- 
ing to this, available developmental funds, credits and also an eventual state 
founding subsidy can be used to establish subsidiaries. The founding enter- 
prise must provide the necessary means of production and working capital for 

at least a year's activity of the subsidiary (par 1). 


The subsidiary is a legal person with all the rights and obligations linked 
with an independent, enterpreneurial activity in the given economic branch 

(par 2). This holds also for income regulation, the use of credits and sub- 
ventions, and the financial obligations toward the state budget where, as an 
independent taxpayer, it has the obligation to maintain accounts in an inde- 


pendent fashion. 


Losses by the enterprise must be covered from its own resources (par 3). The 
parent enterprise is liable for this. If the enterprise is run as a so-called 
"small enterprise", then the corresponding legal regulations must be applied 


(par 4).!! 


In establishing a subsidiary, the particular advantage lies not merely in the 
exploitation of concessions granted to small enterprises, which will be dis- 
cussed later, but also in the possibility to better exploit capacity and, above 
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all, in protile expansion. The legal conditions for this were provided by 

the modification of law No 6/1977, as quoted. The narrowly construed profile 
of state enterprises, stemming from the 1950s and in effect until 1982, in- 
hibited their flexible adaptation to new markets. The field of activity of 
the enterprises spelled out in the statute, and as a rule specified in too 
much detail, was considered more as an obligation than a right and greatly 
narrowed the possibilities of transactions. +2 


The already cited legal decree No 20/1981 brought about considerable relief 

in this respect. According to par 3 of this decree, activities supplementary 

to the main profile of an enterprise will no longer require a permit. It is 
stated in the accompanying executive decree of the ministerial council that 

the profile of an enterprise must be defined only in terms of subsectors 

and that a profile-alien activity must be reported only if its turnover exceeds 
30 percent ot the total turnover of an enterprise. /3 This relaxation of profile 
definition will henceforth enable state enterprises to expand their field of 
activity by establishing a subsidiary, for example, when a production enterprise 
opens up foreign markets through the founding of an export-subsidiary, or when 

a sales enterprise founds a production plant. The establishment of a subsidiary 
will always be advantageous if new possibilities are opened up by the indepen- 
dence associated with it, such as, when the capacity of a fully owned subsidiary 
(blacksmiths or the like) cannot be exploited through the enterprise's own 
demands. 


Preferences for "Small Enterprises” 


If the subsidiary to be established requires only a small number of workers and 
only limited means of production, then the also newly created legal form for a 
smail enterprise offers itself. The legal basis for the organizational form of 
a small enterprise is provided by par 7 of legal decree No 20/1981 of the 
Presidial Council and also by a series of executive decrees of the Council of 
Ministers and of various functional guiding organs. 


As the just discussed subsidiary, the small enterprise is equipped with its 

own legal personality and is not limited in its potential field of activities. 
All organizations are entitled to be founders if they had been given such 
founding rights by the ministerial council. In contrast to “normal” state 
enterprises, the founding organ or other central authorities cannot deprive a 
small enterprise of any of its means. On the other hand, this form of organ- 
ization does not have a right to relief. Ir. the absence of liquidity or in the 
case of steady losses it is unable to cover from its own resources, the found- 
ing organization must instigate liquidation. 


In contrast to a subsidiary, witn the legal form of small enterprise, the 
founding organ does not assume any liability for eventual losses and obliga- 
tions either. Another advantage from the standpoint of the founding organ 
is a simpler regulation of income, accounting and administration. Two models 
of income regulation exist depending on whether the enterprise offers services 
to the consumer market or manufacture products. In the first case, the gross 
income is the tax base and the tax rate is currently 20 percent. ! In the 
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latter case, a general profit tax and also a progressive profit tax based on 
the size of the profit sharing fund are assessed. 


Wage regulation is done according to the system of incremental wage increase: 

A 2 percent annual increase in the aggregate wages is possible without taxation 
but wage increases over this are assessed with a 60 percent wage tax at the 
expense of the profits after taxes. The basic salary of the small enterprise 
managers is set by the founding organ. But, a further novelty, the size of the 
variable income depends directly on the protitability of the enterprise and will 
be tinanced from the profit sharing fund, as are the bonuses of other employees. 
in the case of losses, all employees receive merely the minimum wage set in the 
work contracts. The establishment of a reserve fund is not prescribed for 
either of the models of income taxation mentioned. However, should such fund 

be established, it must be used to cover any fund deficits and losses. The 
small enterprise is also relieved from the task of establishing cultural and 
social funds. Should such be done voluntarily, however, then the general regu- 
lations apply. On the other hand, small enterprises are not entitled to esta- 
blish technical development funds and guarantee funds. These expenditures are 
to be accounted for as costs or are to be paid from reserve funds. 


The calculation of amortization is done according to simplified guidelines 
(there are only five different grounds for the depreciation of the means of 
production) but the centralized part of amortization corresponds to that of 
other state enterprises in the given economic sector. In addition to the 
income and fund regulations, the bookkeeping, statistics and the general 
accounting are also simplified for small enterprises. Among others, the small 
enterprises are freed from the obligation to keep accounts of running expenses 
with respect to customers and suppliers, which contributes to the simplifica- 
tion of bookkeeping and accounting. Also contributing to such simplification 
are the absence of an obligation to calculate prime costs and the easing of 
regulations with regard to the disclosure and evaluation of inventories. 


The simplification mentioned with regard to enterprisal accounting and also in 
the establishment of funds and taxation are very important for the small enter- 
prise because, not least due to its increased risks, it must rely on operational 
flexibility, independence and proximity to market. But to establish small 
enterprises and thereby to take advantage of the privileges mentioned requires 
the special permission from the Minister of Finance. 


In other words, the classification of an enterprise as “small enterprise" is 
done not on the basis of the number of its employees (statistically, all enter- 
prises with fewer than 100 employees are designated as small enterprises) but 
on the basis of the characteristic legal rules to which it is subject (no 
direction by the state, no taking away of property, no rights to subvention 

and relief, simplified accounting methods, etc.). 


By creating the possibilities to establish small enterprises and subsidiaries, 
the Hungarian reform politicians want to introduce a decentralization of the 
Hungarian industrial structure and to open the door to organizational adjust- 
ments within the inner conditions of large enterprises and trusts. With the 
help of these organizational models and in the interest of greater organizational 





etficiency, certain enterprisal functions (purchasing, sales and marketing) or 
tields of activity can be delegated to individual, independently active and 
autonomous units. As a result of the governmental concept, this largely market- 
induced adaptation process regarding the internal organization of large enter- 
prises strictly limits the central guidance authorities to advisory functions. 
In the tuture, the decisions about organizational alternatives should be made 
tirst of all on the micro level. The necessary legal basis was created through 
the above mentioned amendments of the law of September 1981 concerning state 
enterprises and through related executive decrees. 


In addition to the noted amendments to the law of enterprises, very recently, a 
whole series of decisions were issued which enable the state enterprises to 
relinquish usufruct rights over their means of production to their own employees 
on 4 contractual basis. Thereby, in the production sphere, small enterprisal 
structures should be created within the internal workings of the enterprise. 
These make a profitable production also of small quantities and series possible, 
and lead to a more efficient use of the capacity of state enterprises. Effec- 
tive | January 1982, the “Business Work Partnerships Within State Enterprises" 
as well as the system of “Contractual Operation of Enterprisal Subdivisions" 
were established as suitable organizational solutions. 


Business Work Partnerships Within State Enterprises 


Business Work Partnerships Within State Enterprises could be established exclu- 
sively by employees or renters of the enterprise involved. The official permit 
through the local community office is preceded by the consent of the directors 
of the enterprise. A special contract is made with the directors concerning the 
field of activity, the area of responsibility of the work partnership and also 
the conditions regarding the use of the means of production owned by the enter- 
prise. As a rule, they agree to use the machines and installations of the 
enterprise outside of the actual working time of the members of the work part- 
nership. Members of the work partnership are liable only to the extent of their 
material contribution and their income derived therefrom. Work partnerships 

can be established for various, even temporary special purposes such as, for 
example, to market an invention. With respect to the limits on activities, 
permit process, record keeping and state inspection, taxation and the supply 
routes, the same rules, to be discussed in detail later, apply as for "Business 
work Partnerships", private associations which, without their own legal person- 
ality, become active under a common name. !® 


The work partnership cannot install its own employees just as it cannot use 
help from family members or trade school students. In practice, members of 
the Business Work Partnership (BWP) within the state enterprise will often 
perform work identical to their principal occupation, frequently even during 
the official worktime. Therefore, the questior arises about the purpose of the 
new form of organization. From the point of view of the members, such work 
partnerships provide the advantage of a possibility for additional earnings 
without risks of supply and disposal because, on the one hand, the enterprise 
supplies the production setup and often also the raw material and the workshop 
materials, on the other hand, it functions as the buyer of the goods produced 
or at least it guarantees their disposition. In addition, the members have 
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limited tinancial liability, in contrast to the general business work partner- 
ships where the members have unlimited liability to the extent of their total 


wealth. 


For the enterprise, the advantage lies in the fact that this form of organiza- 
tion functions as a special incentive, the production-increasing yield of which 
also benefits the enterprise (uncovering hidden reserves of productivity), above 
all, because of the possibility to engage additional work force in the produc- 
tion without burdening the payroll. Overtime or the employment of some new work 
force increases the size of the payroll and thereby often the tax base. 
Besides, they are subject to control by trade unions and are correspondingly 
circumscribed. However, the expenses for the intraenterprisal business work 
partnerships can be accounted as costs. In contrast, the possibility to induce 
workers to undertake additional tasks in the form of a “second job", apart from 
the unfavorable tax burden on the payroll, is also limited by law because the 
worktime permitted in the framework of a second job is limited and, in addition, 
such contracts are permitted only for tasks different from the principal 
activity. These administrative barriers can be circumvented by the establish- 
ment of business work partnerships within the enterprises, and additional 
advantages can be derived both for the enterprise and for the members of these 


work partnerships. 
Operation of Enterprisal Subdivisions on a Contractual Basis 


A second new organizational construction is the use of contracts to keep sub- 
divisions of the enterprise in operation. !/ This system has already been 
employed with success in the hotel and restaurant industry and in retail trade 
since early 1981. Since early 1982, it has been extended also to subdivisions 
of state enterprises which engaged no more than 15 persons, 1 leader and 14 
employees or, if the leadership is taken over by a civil law association, no 
more than 5 leaders and 10 employees. 


In this legal form, basically all economic activities can be practiced as long 
as they are not reserved exclusively to state economic organs, as are certain 
public service activities. These organizations are initiated by the state 
enterprise or economic association through public bidding. All individuals, 
or a civil law company consisting of up to five persons, can compete who: 


--produce the always necessary proof of qualification; 


--is in a working relationship or is ready to enter into such a relationship 
with the enterprise; and 


--is not excluded for other reasons (prev.ous conviction, loss of trade license 
within the last 3 years, dismissal from the enterprise within the last 3 


years, etc.). 


Successful will be the highest bidder to the enterprise, in terms of the turn- 
over to be realized, who obligates himself by contract with the enterprise to 
attain the proposed turnover or pay a fee in proportion to the turnover for the 
use of the means of production and supplies. 
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In the case of management through a civil law association, an internal contract 
among the members must clarify the rights of management. The manager or mana- 
gers of the unit kept in operation by contract must suspend their work relation- 
ship with the enterprise for the duration of the contract.!8 However, the 
employees of the unit enter into a work contract with the enterprise, as the 
owner of the means of production. But their employment requires the consent of 
the unit manager. This holds true also for family members of the manager who 
can be employed without work contract only in the case of close relationship. 
The manager organizes and directs the unit independently and on his own respon- 
sibility, but in the name of the enterprise. 


Irrespective of the success of the unit, the enterprise will be paid an annual 
tee which will be set according to the social insurance contributions of the 
employees, the use of the means of production, the local rents and the contribu- 
tion of the enterprise to the profit. The wage of the workers, who were offi- 
cially engaged by the enterprise, must also be paid by the manager of the unit. 
The amount remaining after deduction of the costs and also of the material costs 
and other expenses, forms the basis for the general income tax which the manager 
has to pay, like the small entrepreneurs. 


it management is rooted in a civil law association, in addition to the general 
income tax, an association tax gust also be paid. Units kept in enterprises by 
contract have the same material purchase procedure as do small enterpreneurs, 
that is, they must pay the price adjusted upward by the turnover tax, or else 
downward by price equalization, even when the purchase is done through the 
enterprise which does not have to pay turnover tax. 


Here also, the question arises about the purpose of this organizational forn. 
for the manager or managers of a unit operating by contract in an enterprise, 
there is the possibility to reach a higher income through entrepreneurial 
achievement and simultaneously limited risks (a solid, even if suspended working 
relationship to the enterprise which, in addition, provides the means of produc- 
tion and frequently also insures purchases and the sale of the product). In 
this form of organization, the managers have ample opportunities for individual 
xrowth and creativity, and the administrative expense is imaginably low insofar 
as, in contrast to the business work partnerships within the enterprises, 
neither is there state permission required nor is there an obligation to keep 
records, and the enterprise is the sole control organ. 


This torm of organization also has advantages for the enterprise. Beside 
additional profits through the increased productivity of the contractually 
transferred units, the administrative and control costs are also lowered. The 
enterprise is unburdened from those activities which can be carried out more 
ettictently and economically in the framework of a smaller organizational unit. 
in addition, there are fewer problems with personnel because, on the one hand, 
work productivity is increased and, on the other hand, the managers of the 
transferred units will themselves provide for an adequate supply of workforce. 


The Institution of the “Small Co-op” 


"Small Co-ops", possible since 1 January 1982 in the sphere of cooperative 
property?" relationships, form the counterpart to the new organizational form of 





small enterprises in the sphere of state properties. Law No 3/1971 involving 
cooperatives and legal ordinance No 32/1971 involving industrial cooperatives, 
and also their modifications in the following years are intended to apply to 
organizations with a larger number of members and a correspondingly more involved 
decision, guidance and control structure.“! In contrast, the new form of Small 
Co-ops, which are tormed on the basis of private initiative and are subject to 

4a simplitied system of self-guidance, internal gulation and state obligations, 
have their membership number limited to between 15 and 100. With the exception 
of agricultural activities and spheres which are by law reserved for state enter- 
prises (e.g., energy and water supply) or are not permitted at all (e.g., inves- 
tigational work*2), the sphere of activity of Small Co-ops is not circumscribed.?3 


The means required to start a Small Co-op and for the first business year must 
be provided by the members. This can be done in the form of a share, as the 
transter of means of production to the partnership, or also in the form of a 
credit. The share of a member, and thereby his share of risks, cannot be less 
than his wages for 2 months. Students, renters or persons already employed 
somewhere else can also become gmembers. The possibility of a “trial membership" 
tor 3 months is new in the cooperative sector. The number of employees 
without membership is not limited by legal ordinances. According to the guide- 
lines of the National Association of Cooperatives, this number should not exceed 
20 to 25 percent of the basic membership of a Small Co-op. 


In a Small Co-op, the rights of decision are strongly decentralized whereby 
the personal involvement of the members is more intensive and direct than in 
traditional co-ops. The general assembly not only has the exclusive right to 
make decisions about the statutes of the organization but also about the indi- 
vidual rules of management and about the eventual exclusion of members. In 
the case of Small Co-ops with fewer than 30 members, the membership assembly 
also takes over the right to decide about the acceptance of new members, about 
the closing of contracts from a certain order of magnitude upward, as spelled 
out in law, and about problems involving the labor law, for instance, th 
dissolution of a work relationship. 


Because in Small Co-ops of this order of magnitude the general assembly is a 
real operative management organ, it was prescribed by the lawmakers that it con- 
vene at least quarterly. Small Co-ops of more than 30 members must elect 
management, a supervisory commission and an arbitration committee. Small Co-ops 
of fewer than 30 members may do so. But, in contrast to the members of tradi- 
tional cooperatives, the members of Small Co-ops have altogether a greater share 
in decision making regarding their management through their simpler organization. 
Thereby the flexibility of this type of enterprise should be increased just as 
much as through the numerous easements in their relationship to the state super- 
visory organs: compliance control by the control organs occurs only in cases of 
reported irregularities, the obligation for written reports in Small Co-ops is 
limited to announcing the date and agenda of membership meetings. 


The taxing of Small Co-ops occurs according to the gross income principle. From 
all income of the partnership during the economic year, with the exception of the 
payroll, all expenses are deducted. 4 These include the costs of amortization 


which have to be paid into a so-called “amortization fund".*? The remaining 








income will be taxed at a rate of 28 percent .-° The remaining sum goes into a 
so-called “discretionary fund" which can be used for payment to members, for 
investments or can be kept in reserve. From the discretionary fund, members 
receive an income on the basis of their individual work and their material con- 
tribution whereby an amount of up to 8 percent of the given share can be 
accounted as expenses by the Co-ops and is exempted from taxes.27 Amounts 
exceeding this are subject to the general income tax at a rate of 27 percent. 


Payments to members from the discretionary fund during the fiscal year have 
only a temporary character because the share due to each member is calculated 
trom the gain of the Small Co-op and can be ascertained only at the end of the 
fiscal year. Should the partnership accrue losses, then all the previous pay- 
ments to members, up to a guaranteed minimal payment currenti) amounting to 
1350 torints, must be returned. That is, if the business is managed in the red, 
the members are liable not only to the extent of their share in the capital but 
also with respect to their personal income from their activity in the Co-op. 
Losses by the Co-op gust be paid from the discretionary fund. Should the dis- 
cretionary and amortization funds be insufficient to cover the obligations, 

and should the members of the Small Co-op be unable to cover the financial loss 
trom their own sources, then the Co-op must be liquidated. Just as in the case 
ot small enterprises, a state relief process is not applicable to Small Co-ops 


either. 
Specialized Groups in Industrial and Service Sectors 


In the cooperative sector, the so-called "Specialized Groups" correspond to the 
Business Work Partnerships within state enterprises. Founded by private indi- 
viduals, agricultural Specialized Co-op Groups have worked with great success, 
already tor several years, in the agricultural production cooperatives and at 
the AFESZ (General Consumer and Marketing Cooperatives). Since | January 1982, 
such Specialized Co-op Groups can be established also within state farms, 
national business enterprises and basically in all enterprises and business 
associations which belong to the system of agricultural income regulation. 28 


This form of organization underwent a basic expansion only when restrictions of 
its tield of activity, limiting it to agricultural activities, were lifted. 
Effective | January 1982, private individuals can also establish so-called 
"Specialized Co-op Groups for industrial production and consumer services” 


within existing cooperatives. 


They must be established by at least five individuals with sufficient founding 
capital and require permission by the “parent cooperative” which is also respon- 
sible for legal supervision. The financial control of the accounting, which is 
to be conducted by the specialized group independently, including separate 
balance accounts, is exercised by the chief administration for control of the 


Finance Ministry. 


The Specialized Co-op Group, which can also engage employees up to 10 percent 
of its membership, has no legal personal status. Equipped with the right of 
self-regulation, its own bookkeeping and business independence, it is a unit 
of the parent cooperative with which it has a contract regulating the extent 
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ot its independence as a specialized group. The most important decision making 
organ of the Specialized Co-op Group is the membership conference which has an 
exclusive right to decide about all basic questions (designation and recall of 
the manager, decision about the annual plan, about dissolution of the group, 
etc.). Im addition, each Specialist Co-op Group has a management commission 
with a chairman elected for a specified period. 


The Specialized Co-op Group operates with member contributions and with the 
means of production transferred by the parent cooperative for its use. The 
Co-op will allocate the means of production in a particularized manner in order 
to distinguish the contribution of the members of the Specialized Co-op Group 
and the results of their business operations from property made available by 
the cooperative. This is decisively important for the regulation of liability, 
member resignation and also the dissolution of the Group. To cover eventual 
tinancial deficits and to satisfy the creditors of the Specialized Co-op Group, 
the contributions of the members are used first. If these are insufficient, 
the wealth of the Specialized Co-op Group accumulated from business profits is 
used first, then the funds transferred by the cooperative for use and, finally, 
the total funds of the cooperative are relied upon. If a member leaves the 
Specialized Co-op Group, he receives his share of the funds, insofar as these 
did not have to be used to cover eventual losses. If the activity of the 
Specialized Group is counter to the interest of the parent cooperative, the 
latter has the right to prevent this activity all the way to dissolution of the 


Specialized Group. 


The taxing of the Specialized o-op Group for Industrial Production and Consumer 
Services differs from that of agricultural Specialized Co-op Groups. While in 
the case of the latter, the parent cooperatives assume tax obligations arising 
from joint activities of the group, after taxation of the individual activities 
of the group members who are subject to the general income tax, in the former 
case, turnover and profit do not contribute to the tax base of the parent 
cooperative. On the other hand, the Specialized Co-op Groups for Industrial 
Production and Consumer Services pay a 3 percent “company tax" on their gains 
and a 20 percent payroll tax on the wages paid to the employees while members 
of the Specialist Groups are subject to the general income tax. The general 
regressive tax allowances for small trades people, which can produce a 40 to 

50 percent reduction of the tax burden according to the income level, can be 
claimed here also. The Specialized Groups subject to the company tax are re- 
sponsible not only for their own taxes but also for the collection of other 
taxes from their members (general turnover tax, municipal tax, etc.). 


The Specialized Co-op Groups working in the framework of consumer and market 
coperatives which had been taxed according to the guidelines for agricultural 
Specialized Groups, also are now under the new tax regulation if their sale 
from agricultural activity amounts to less than 70 percent of their total 


intake. 
Fixed Rate Payment Units 


Another new form of organization of small enterprisal production in the coopera- 
tive sector is the fixed rate payment unit. These are units employing up to 15 
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individuals within existing cooperatives who agree with the cooperative on a 
fixed sum for which a certain effort must be made.? 


in the agreement with the cooperative, the conditions of work performed and of 
the accounting are set down itemized. In addition to a detailed description of 
the workplace, the contract contains the foreseeable annual turnover of the 

unit, calculated on the basis of the previous year's results, the estimated 
costs, the fixed sum agreed upon which is to be paid to the cooperative, and 
aiso the manner and route by which material is obtained and means of production 
provided tor use are maintained. The fixed sum to be paid to the cooperative 
consists of the contribution of the cooperative to the annual turnover achieved, 
calculated as the difference between the estimated income and prospective costs, 
and the reimbursement for the means of production and operations, and raw mater- 
ial supplied. In other words: the new organizational form will provide material 
advantages to the workers of the unit only if, at the time the estimated turnover 
is reached, the actual costs will be below the estimated sum or if, staying 
within the estimated cost values, the turnover is greater than expected. 


The described organizational form of fixed rate accounting corresponds to the 
torm of units maintained on the basis of contracts in state enterprises, with 
special consideration to cooperative property conditions. In the cooperative 
sector, those occupied in a cooperative are in fact simultaneous members and 
thereby co-owners of the means of production. Therefore, the form of contract 
used in state enterprises where a manager, who is not employed by the enter- 
prise, will independently and on his own responsibility lead a unit and those 
occupied in it, cannot be transferred to cooperatives. 


But the motives for the choice of the organizational form, already mentioned in 
connection with units operating under contracts in state enterprises, are also 
valid in this case. Those occupied in a unit operating under the described 
“cost reimbursement system” withia a cooperative, have the advantage of greater 
independence and thereby the possibility of free individual development plus | 
additional incentives to increase the turnover and to save costs. On the other 
hand, the cooperative saves on administrative costs for the unit and receives 

a secure tixed rate compensation independent of market influences because the 
agreed upon rate must be paid by the unit even if it fails to reach the esti- 
mated turnover. Thus, the risks of the market must be borne by those occupied 
in the unit. In the case of negative turnover development, those occupied in 
the unit can, however, dissolve the agreement effective as of the subsequent 
fiscal vear and can continue to work within the old organizational forn. 


Business Work Partnerships Based on Civil Law 


The Hungarian civil law book of 1956, modified last by law No 4/1977, already 
recognizes the institution of a civil law company. 


However, only within the last 2 to 3 years did this organizational form get in 
the center of public interest, for several reasons. First, with the increasing 
standard of living of the population, there has been an increased demand for 
consumer services and for other goods suitable for small-enterprisal forms of 
Organization. Second, with the Hungarian economic reforms, social consciousness 





48 changed trom a strong rejection of “private-capitalistic” business forms to 
in acceptance of private property and production conditions providing tor 
individual incentive, even under conditions of a socialist tramework. The 
various state measures to promote small enterprises have contributed to this 
tundamentally more positive social climate. In addition, legal ordinance 

\o 4/1978 about business associations was an important legal condition for the 
establishment of civil law companies in the business sector. 


The “Business Work Partnerships" (BWP) possible since | January 1982, alsc 
reterred to 4s ‘Business Work Collectives” or “Business Work Groups” are, 
because of their torm, private companies active under their own name. These 
are established on the initiative of private individuals by signing company 
contracts and are entered in the Trade Registry. In contrast to 4a simple, 
private company, the establishment of a BWP requires permission through the 
local administrative organs of the gunicipal authorities. However, these can 
deny a permit only if the company contract is at variance with some regulation. 


fo establish a BWP, which has no legal personal status of its own, there are 
preconditions. In addition to the company contract, proof of competence of at 
least one of the members in the proposed activity must be given and also, if 

the activity falls within the limitations of Ministerial Council ordinance 

No 54/1980, prior permission by the authority must be granted. The company 
comtract must contain: name, address and capital shares of the partners, size 
oft the base capital (which consists of the shares of partners and other sources 
as, tor example, patent and use rights), a detailed description of the field of 
activity, regulation concerning the outward representation of the company, loca- 
tion of the company, rights and cuties of the partners, and name of the firn. 


The tield of activity of a BWP can embrace production and service activities 
r the organization and preparation of such activities either to satisfy direct 
population demands or those of state and cooperative enterprises. The exercise 
t retail-trade activities is not permitted, however. Joint business activity 
by private persons, including small business operators, is permitted only in the 
form of a BaP. 


The BWP can have no more than 30 members and can have employees in proportion to 
the number of members but not exceeding 10.54 It conducts its business mainly 

on the basis of the property of its members whereby the members carry total, 
unlimited and direct liability. But it can also rent or lease means of produc- 
tion in state or cooperative ownership. There are no legal limitations either 

on the number or value of the means of production to be installed in a BWP or on 
the source trom where they can be obtained so that, in principle, the possibility 
of their importation, even without recompensation, exists. 


\ BWP is taxed according to more favorable regulations than are traditional 
private companies which have to pay 40 percent tax on their gains. On the 

other hand, tor a BWP, the production yield lowered by the sales tax for private 
entrepreneurs is the basis for a 3 percent company tax. In addition, a 20 
percent payroll tax must be paid on the wages of the employees. The partners 
with their current share of gains are subject to the general income tax. 





fhe ssibility ot Rental and Lease Contracts 


Since the beginning of 1982, business organs (state enterprises, cooperatives, 
associations, etc.) can lease small-scale industrial and seTvice-provicing units 
to small enterprisal or business work partnerships for a period of up to 5 
yvears.?? The contract will be awarded competitively to the highest bidder. 

Rent payment will compensate not only for the right to use industrial areas, 
machines and installations, but also for some services provided by the letter 
such as purchase of materials, transfer of know-how, or the like. 


The characteristics of these organizational torms are in many respects similar 
to the forms described above, such as state enterprise units operating on a 
contract, or tixed rate payment systems under cooperative property conditions. 
Nevertheless, there is a fundamental difference insofar as, in this case, the 
letter can exert no influence whatsoever on the activities of the private 
lessees who have complete and unlimited liability, for instance, with respect 
to prices, tield of activities or product quality. However, subleasing the 
transterred means of production cr parts of them is not possible. 


viewed as a whole, this form of organization has the advantage that capacities 
which, for various reasons, are not used by the state or cooperative owners of 
the means of production themselves and which cannot be sold, are brought into 
meaningful use in the national economic sense. The letter receives at least the 
Jepreciation costs of the capacities (payment of a rent below that level would 
not be economically rational), the private lessee saves himself the furnishing 
ind equipment of a new work unit and also profits from the know-how, and the 
established purchase and disposition channels of the latter. 


mmon Orcanizational Characteristics 


\ll of the new, small enterprisal organizational forms in Hungary, briefly 
lescribed in the previous sections, are together the characteristics of the 
decentralized decision model which guarantees greater cooperation from members 
of the organization, simpler organization anc administration with corresponding 
flexibility, greater competitive risks and, finally, increased closeness to 
market through which demand-ortented business activity is to be expected, than 
is the case of the large enterprises currently dominant in Hungary. A compari- 
son of the individual forms of organization reveals, however, that the manifold 
forms can be reduced to three basic organizational types which differ in the 
wnership conditions of the given geans of production and in their independence 
toward the outside, and the legal formulations of which are adjusted to the par- 
ticulars of the (state, cooperative, private) torms of ownership. 


* 


the order of decreasing decision and management autonomy, we can distinguish: 


-organizations with their own means of production and the farthest-reaching 
independence toward the outside (subsidiaries, Smail Enterprises, Small Coopera- 


tives and Bure); 


--organizations with means of production overwhelmingly not owned by them which, 
wever, are independent in their dealing with the outside (running 4 section of 





the enterprise under contract, fixed rate payment systems, lease of units to 
private individuals or to BWPs); 


--organizations which overwhelmingly operate means of production not owned by 
them and which are integrated or controlled by the enterprise providing the 
means of production (Specialized Co-op Groups, BWPs in state enterprises). 


Already t! ‘3s setup makes it clear that the new small enterprisal models of 
organizat‘ n in the Hungarian economy do not at all represent elements contrary 
to the system because, apart from the numerous legal and financial limitations 
of the new entrepreneurial forms which leads one to expect only a limited ex- 
pansion by them in the Hungarian economy, the socialistic ownership of means of 
production remains undisturbed in the majority of the new forms. Nevertheless, 
in the framework of some of these organizational models, parts of the disposi- 
tion rights of ownership are transferred to single individuals or private com- 
panies, on a contractual basis and for a limited time span, in the hope to 
stimulate increased production and entrepreneurial initiatives in this manner. 


Revivial of Discussion of Ownership Theories 


The continued dominance of socialistic ownership notwithstanding, the new forms 
of ownership have stimulated ownership-theoretical discussions in Hungary. Now 
as before, there are problems with the conceptual division between the property 
of state enterprises and state property, and between the group-ownership by 
cooperatives and the direct group-ownership by members of the cooperative, 
furthermore, with the definition and limitation of property belonging to inde- 
pendent business associations founded by enterprises and, not least, the dis- 
tinction between private and personal property. Yet, especially the last 
plays an increased role in the new organizational forms. There are now forms 
of enterprises, such as private cab and transport enterprises, which are based 
essentially on the private property of the entrepreneur. With the increasing 
use of individual properties in the national economic production of goods and 
services, the problems noted here will become greater so that there is an in- 
creasing tendency among Hungarian legal experts to give up the distinction 
between individual and private ownership in favor of the uniform concept of 
"citizen ownership". 3/ 


Problems of Competition 


A second area of problems coming into sharper focus through the new organiza- 
tional forms, beside the question of ownership, is the developing competition 


which can grow: 
--a) between the various small enterprisal organization forms; 


--b) between the small enterprises and the large ones which had ruled the 
market until now. 


How tar such a competition will develop and what adaptations in regulatory 
policies will have to be carried out by the Hungarian economic system, which 
is not attuned to competitive manifestations, cannot oe foreseen as yet. 
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The competition between small and large enterprises will occur mainly on the 
labor market where the more productive and, therefore, also better paying small 
enterprises can precipitate the departure of a highly specialized workforce from 
the large enterprises. Thereby the quantity of the departing workforce is of 
lesser importance, since this ought to be held within bounds by the relatively 
low number of small enterprisal organization forms to be expected, than the much 
more important quality of the specialized force, because it must be expected 
that the particularly productive and entrepreneurial workforce will be most 


likely to change employment. 


But much more unpleasant to the large enterprises than the loss of workforce 
could be the more dynamic economic environment emanating trom the small enter- 
prisal organizational forms. Especially because the small enterprises, in 
their search tor gaps in the market and being under pressure to produce because 
of competitive risks, can contribute to the discovery of hidden reserves of 
productivity and organizational deficiencies in the large enterprises even if 
they appear on the market not as competitors but as suppliers of the large 


enterprises. 
Supplementary and Replacement Function 


the Hungarian makers of economic policy hope that the appearance of small enter- 
prises will, first of all, stimulate the efficiency of the large enterprises 
which, and this is repeatedly stressed from the Hungarian side, should play the 
dominant role in Hungarian economy just as before. 


On the Hungarian side it is neither intended nor is it probable that the small 
enterprisal organization forms would play a perceivable role in the Hungarian 
economy in the near future, or even that they would introduce a deconcentration 
into the Hungarian industrial structure. The small enterprises serve not as 
substitutes of but as complements to the activities of the Hungarian large 
enterprises insofar as, on the one hand, they serve as suppliers or guarantee 

a better exploitation of the capacities and, on the other hand, they help in 
closing the market gaps neglected by the large enterprises, especially with 
respect to the better supply of the population with consumer goods and services. 
The legal and tinancial restrictions on their field of activity, size of under- 
taking and action space are a clear index of this limited set of goals for the 
new organizational forms which will never allow the small enterprisal forms to 
become a serious competition to the large enterprises. On the other side, it 
cannot even be foreseen yet whether the admitted possibilities of private 
initiative and organizational formulation will be fully exploited in practice. 
The experiences of the first few months show more of a cautious and awaiting 
attitude, especially on the part of the state and cooperative enterprises. 


(Part LI tollows in SUDOSTEUROPA 3/4. 1983) 
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FOOTNOTES 


See G. Falussy, "Small and Intermediate Enterprises in Foreign Trade,” 
KULGAZDASAG 4, 1982, p 42, and Die Presse, Vol 13, August 1981. 


See Yearbo.« of Statistics 1980, p 207. Another picture unfolds when the 
size ot the individual enterprisal sites is considered: in early 1981 
the 1360 enterprises and cooperatives of the Hungarian industry were dis- 
tributed at 9882 sites. Of these, 6715 had less than 100 and 5693 had 
even less than 50 individuals occupied. See HETI VILAGGAZDASAG 42, 16 


October 1982, p 53. 


Interested readers are referred to the literature published on this subject. 
For instance, Inzelt, "Versenykepesseg es az Ipari Struktura Valtozasa” 
(Competitiveness and Changes in the Industrial Structure], Budapest, 1981, 

p 254; M. Marosi, "A Celszeru Vallalati Szervezet" [Effective Industrial 


Organization], Budapest, 1981, p 182; and Z. Roman, “Iparpolitika” [Indus- 
trial Policy], Budapest, 1981, pp 110-149. 


See among others R.I. Gabor and P. Galasi,"A ‘Masodik' Gazdasag" [The 
"Second" Economy], Budapest, 1981. 


For the efficiency and balance of a national economy it is not at all 
immaterial whether the personal income saved by investing it in a small 
enterprisal organization leads to an increased supply of goods and ser- 
vices, or to an increased consumer demand. 


See Law on state enterprises No 6/1977 issued in MAGYAR KOZLONY (MK) 
27 December 1977, and executive ordinance of the Ministerial Council (MC) 
No 4/1978 issued in MK 18 January 1978. 


See Legal ordinance of the Presidial Council (PC) No 20/1981 on amendment 
of law No 6/1977 on state enterprises issued in MK 28 September 1981, p 81/7, 
and also executive ordinance MC No 42/1981 issued in MK 28 September 1961. 


To the contents of “Plant Supervisory Authority” in which the appointment 
and recall of directors, the determination of gains, the settiug of starting 
funds and the right to liquidate the enterprise are included; see also pars 
31-36 of law No 6/1977 on state enterprises issued in MK 27 December 1977. 


See par 6 of executive ordinance No 42/1981 MC, op. cit. 


See ordinance No 62/1981 of the Minister of Finance (MF) issued in MK No 
82, 27 December 1981. 


. The legal basis of small enterprises will be discussed in detail later. 


. Offers to enter into additional activities, even if they had a supplementary 
character to the main profile of the given enterprise, had to be subjected 
to a time-consuming and bureaucratic process of permission. See also HETI 
VILAGGAZDASAG No 45, 14 October 1981, p 53. 





13. See pars 3 and 4 of executive ordinance MC No 42/198i, op. cit. 


14. Here to be mentioned, above all, are executive ordinance MC No 42/1981, 
op. cit., ordinance MC No 50/1981 on income tax regulation of small enter- 
prises and of small enterprises producing for the consumer sector issued 
in MK 17 December 1981, pars 23-28 of ordinance MF No 37/1981 on profit 
tax and also on the formation and use of profit sharing funds issued in MK 
17 December 1981, ordinance FM No 43/1981 on the income regulation of small 
cooperatives and of small enterprises producing for the consumer sector 
issued in MK 17 Dec 1981, ordinance of the Office for Materials and Prices 
(OMP) No 23/1981 on price structure in small enterprises and small co-ops 
issued in MK 9 November 1981, and also ordinance FM No 13/1982 on the regu- 
lation of financial questions on the conversion of enterprises to Small 
Co-op and Small Businesses issued in MK 26 April 1982. 


15. See ordinance FM No 43/1981 op cit. The gross income is calculated from 
the total intake minus material costs, depreciation, other costs, purchase 
costs and special expenses but without payroll deduction. The different 
taxation of small enterprises which produce goods and which offer services 
to the consumer market is done to create similar competitive conditions; 
the latter type of small enterprise competes, above all, with Small Co-ops 
which are subject to the principle of gross income tax because of their 
cooperative form of ownership. See also HETI VILAGGAZDASAG 38, 19 September 


lo. Legal basis of the BWP and of the Enterprise BWP are pars 573-574 of the 
civil law book in its 1977 modification issued in MK 25 October 1977, the 
ordinance MC No 28/1981 issued in MK 9 September 1981, ordinance FM No 
35/1978 on company tax and ordinance FM No 38/1980 on general insurance 
tax issued in MK 22 November 1980. The contents otf the individual regu- 
lations will be discussed later. 


17. Legal basis tor this organizational form are ordinance No 30/1981 issued 
in MK 1s September 1981, and the joint ordinance of the FM and Labor Minis- 
ter (LM) No 24/1981 issued in MK 14 September 1981. 


18. See ordinance MC No 38/1980 and executive ordinance of the Domestic Trade 
Minister (DT™) Ne 14/1980, both issued in MK 30 September 1980, modified 
by DIM No 11/!962 issued in MK 30 May 1982. 


19. See ordinance FM No 38/1980 on the general income tax issued in MK 
22 November 1980. 


20. Legal basis for the establishment and mode of activity of Small Co-ops is 
in ordinance MC No 25/1981 issued in MK 5 September 1981, and No 46/1981 
issued in MK 8 October 1981; also ordinance FM No 28/1981 issued in MK 
29 September 1981. Additional important regulations are in ordinance (CM 
No 50/1981 on the income regulation of Small Co-ops and Small businesses 
producing for the consumer market issued in MK 2/7 October 1981, in ordi- 
nance FM No 43/1981 on the income regulation of Small Co-ops and Small 
Businesses producing for the consumer market and also on the establishment 
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yi. 


and use of the protit sharing fund issued in MK 27 October 1981, in 
ordinance OMP No 23/1981 on the price structure in Small Businesses and 
Small Co-ops issued in MK 9 November 1981, in ordinance FM No 13/1982 

om the regulation of tinancial problems when an enterprise is converted 
into a Small Co-op or Small Business issued in MK 25 April 1982, and in 
ordinance FM No 32/1982 on the share of the members of Small Co-ops issued 
in MK 7 July 1982. 


This is also valid for the 1977 modifications of the legal basis mentioned. 
See legal ordinance No 6/1977 to modify law No 3/1971 on Small Co-ops 
and also ordinance ME No 5/1977 to modify legal ordinance No 32/1971 
issued in MK 5 March 1977. 


See also ordinance of the Interior Minister (IM) No 6/1982 on the prohibi- 
tion of private investigative activity issued in MK 1 August 1982. 


Thereby, the field of activity of Small Co-ops corresponds in general to 
that ot Industrial Co-ops, respectively, to the Specialized Co-op Groups 
to be discussed later. According to ordinance MC No 54/1980 issued in 

MK 18 December 1980, Co-ops can, in principle, undertake any legally per- 
mitted activity which is not specifically reserved for state enterprises 
by the lawmakers. 


For the exact detinition of gross income and its calculation, see ordinance 
FM No 43/1981 issued in MK 27 October 1981. 


The amortization funds--together with the part of the "discretionary fund" 
set aside for developments, which will be discussed latei--assume the role 
tf the development funds in traditional Co-ops. They should be used for 
payment obligations for investments or for the founding costs of “associ- 
ations” and joint vettures with other enterprises. 


if consumer services are provided, the tax is 20 percent. See ordinance 
FM No 43/1981 issued in MK 27 October 1981. 


See ordinance FM No 32/1982 issued in MK 7 July 1982. 
See ordinance MC No 27/1981 issued in MK 5 September 1981. 
Legal basis is ordinance MC No 26/1981 issued in MK 5 September 1981. 


Legal basis is joint ordinance FM and Labor Minister (LM) No 25/1981 issued 
in MK 1s September 1981. With ordinance No 13/1982 of the Minister of 

Domestic Trade (DT) issued in MK 7 July 1982, the system of fixed rate 
bookkeeping was extended also to retail stores and the hotel and restaurant 


industry. 


See pars 573-574 of the Civil Law Book of the Hungerian People's Republic 
issued in 1959, in its modified form of 1977, printed in "“Torvenyek es 
rendeletek hivatalos gyujtemenye" [Official Collection of Laws and Regula- 
tions 1977], Budapest, 1978, pp 14-88. 








j2. Legal basis is pars 573-574 of the Civil Law Book of the Hungarian People's 
Republic in its modified form of 1977, ibid., whereby the changes to a 
simple civil law company are regulated by executive order MC No 28/1981 
issued in MK 9 September 1981. 


33. See ordinance MC No 54/1980, issued ir. MK 18 December 1980. I: the law 
prescribes a licens: for the activity sought by the enterprise, this must 
accompany the evterprisal contract when it is submitted for consent. 


34. Here also, there .s an important difference from traditional civil law 
enterprises which are not permitted to engage employees. 


35. Legal basis is ord _nance MC 29/1981 issued in MK 14 September 1961. 


Jo. Personal property is defined in general as the property used to satisfy 
personal consumer needs while private property is considered the ownership 
of means of production used for producing goods. However, in Hungary, the 
means of production in agricultural house and farm establishments have 
been counted as personal property although no significant difference can 
be recognized between them and the means of production of small entrepre- 
neurs which are counted as private property. 


37. See NEPSZABADSAG No 174, 27 July 1982, p 4. 








HUNGARY 


MEASURES DEAL WITH INEFFICIENT ENTERPRISES 
Budapest FICYELO in Hungarian 19 May 83, p 3 
(Article: “If Inefficiency Is Permanent™] 


[Text] Recently we published an article "No Further Delay” on regulatory 
and procedural questions regarding inefficient enterprises (FIGYELO No 
16, 21 April, 1983). Some of the proposals in the article were also 
regulated in Minister of Council Decree No 9/1983. This justified the 
modification of certain orders regarding state enterprises. 


In the sense of the decree, the founding organ may require that decisions 
belonging to the enterprise sphere of authority have prior permission in 
the case of inefficient enterprises. 


They also modified the decree regarding the execution of the labor code. 
According to this, the founding organ may require permission to increase 
the number of personnel in inefficient enterprises. 


In the meaning of the new order, the founding organ may also direct the 
inefficient enterprises: 


--to keep in a blocked account the balance remaining after fulfillment of 
bank payment obligations in respect to the depreciation discount of the 
F-fund; or if enterprise results do not improve, to pay into the central 
budget the blocked depreciation discount; 


--to sell fixed assets aid inventoivesi that are linked to uneconomic 
activity, that are superfluous or not part of the basic activity. 


6691 
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HUNGARY 


PAID RETRAINING OF WORKERS PLANNED 
Budapest FICYELO in Hungarian 19 May 83 p 6 
[Article by Gyula Pulay: “New Means of Manpower Retraining") 


[Text] The adaptability of the economy depends essentially on how rapidly 
the economic units are capable of renovating their supplies. A change in 
product structure and the transformation of the economic structure require 
the redeployment of resources--fixed assets, funds, manpower and so forth-- 
from deficit, inefficient areas to units that manage profitably and are 


capable of development. 
Ezpioyers Should Take the Initiative 


A narrowing of the market demand for certain products, a rapid change in 
pre uct structure, and mistaken economic decisions can create a situation 
whe.e the employer is unable to provide some of his workers with profitable 
work. An increase in employment efficiency requires that if this situation 
must be regarded as permanent, the employer should initiate the organized 
redeployment of affected workers to a work place that is producing 


economically. 


In the interest of profitability, labor law regulations make it possible 
for the employer also to terminate work relations with a major group of 
his workers. However, the enployer aust 


~-establish communications with the employment agency operating in the area 
3 months before taking the step; 


--participute actively in finding new work for the workers; 


--contribute to seeing that the affected workers find a new job by way of 


“transfer.” 


These requirements and the strengthening of the employment agency network 
create the means whereby the organized redeployment of manpower will be 


organized in more than in name only. 





Interest and Interest Protection 


The natural opposite pole of the employer's above-mentioned right is the 
trade-union right to veto decisions of the employer affecting the work 
relationship of a gajor group, that is to say, it may cause the action to 
be suspended until a decision is made by the superior organs. This right 
is designed to prevent the epployer from dismissing his workers unjustifiably 
(for example, without considering the possibilities for regrouping within 
the enterprise) or without proper preparation (offering of orientation, new 
work places). In the end, however, it cannot be in the interest of workers 
to remain at their old place of employment without continuous work and with 
deciining earnings. The interest protection of the workers gust extend 
beyond the factory gates. It is possible to interest workers in accepting 
redeployment by offering a broad range of placement and--if necessary-- 
retraining possibilities that promise a future. 


Retraining Support 


[t is possible to increase @ployment efficiency along with maintaining 
tull employment. Those workers whose work place must be eliminated for the 
sake of increasing management profitability find themselves appropriate work 
even amid a manpower shortage that is substantially less than at present if 
their efforts are supported by a well developed institutional system that 
is familiar with local endowments. This recognition is embodied in a 
series of measures that were begun in 1980 which put into the hands of 

the area labor organs more and more means to coordinate the structure of 
worktime supply and demand. The elimination of compulsory work mediation 
ind the development of manpower service offices have made it possible for 
the employment agencies to deal in a worthwile manner with those actually 
seeking work by taking into account to a maximum degree the views of the 
individual. The mediation of work is becowing increasingly a service. 


It is possible for the area labor organs to coordinate retraining, and 
they will also have the right to organize retraining courses. 


[t organ! a)ly fits this series of measures that starting in June of this 
year the area labor organs will be able to allow retraining support for 
those workers whose place of work was eliminated in the course of manpower 
redeployment and will be able to become suitable for new jobs appropriate 
to their qualifications only through retraining. The retraining support 
is not unemployment assistance because those concerned will have to 
establish a work relation (cooperative membership relation) up to the 


acquisition of the new qualification. 


We mentioned that in the case of organized manpower regrouping 3 months are 
allowed for placing the released workers. (In a time frame like this, 


about 200,000 new work relations are established nationally without organized 
issistance.) Information indicating the employment intentions of the 
economic units shows there will be skill shortages in the near future for 
every economic area as well as placement opportunities requiring skiil 


qualifications. The demand is even greater for manpower with low-skill 





yusiifications. If in a given geographical arez not everyone is able to 
tind work appropriate to his qualifications, br«.d opportunities will be 
pen through retraining to gake it possible tor everyone to find appropriate 
work and acquire on-the-job knowledge necessary for performing the new job. 
The retraining support is designed to assure, during the period of 
retraining, earnings appropriate to the former average ecarnings while the 
worker is performing work requiring less skill than his qualifications 
would warrant. 


The new employer provides tor the retraining. The employer also ars the 
material costs of the retraining. This is not a new task for employers, 
tor they have carried these burdens formerly, too, in order to acquire 
manpower and raise the skill of workers. Under adult training 20,000 to 
'9, 000 persons at present are taking skilled work examinations annually, 
ind several tens of thousands are participating in training for seni- 
‘Killed work or in study courses that offer higher skills. 


Because of strict wage regulation and mainienance of ratios among wages, 

however, the employers in general would not be able to assure during the 

retraining period the average wage achieved at the previous work place to 

1s worker employed in a job requiring lower qualifications than the previous 
». Theretore, it is advisable to give retraining support through the 

ise of central budgetary Beans. 


establishing the extent of retraining support, it was a very important 
oint of view not to decrease the incentive for attaining good individual 
icchievements. it was on this basis that we worked out the following 

lution: with the establishment of the work relationship the worker 
ymcermed and the new employer will agree on how much salary the worker-- 
riven his lack of appropriate experience--can receive on his job during 
nis retraining period on the basis of expected achievement. The difference 
between the “expected wage” agreed on in this way and the former average 
wage will ©prise the total retraining support. During the preparation 


r retraining and the period of retraining itself, this sum will be paid 


t ‘ oncenrec part lieés. 

Naturolly, «a worker who performs outstandingly may attain earnings that 

re gher than his former average earnings. Profit sharing at the new 

we of wor slso increases his average earnings. Thus a worker who is 

‘ected by manpower redeploymenc and who undertakes retraining may do very 
~e'l. And still his true gain is in the fact that he may acquire a trade 

» skill with a future in place of his old line of work that was dying 

with the creation of individual incentive in career change, retraining support 

moves one of the obstacles to manpower redeployment essential for the 


scceleration of structural transformation. 





POLAND 


KEY INDUSTRY LEADERS MEET GOVERNMENT OFFICIALS ON 3-YEAR PLAN 
Warsaw TRYBUNA LUDU in Polish 17 Mar 83 pp 1, 2 


[Article by Krzystof Krauss: “The Fundamentals of the 1983-1985 Plan: 
Thrittiness, Rationality, Efficiency. The Meeting of Management Personnel of 
wer 300 Leading Plants at the Office of the Council of Ministers”) 


Text] Representatives of the management personnel of over 
j00 of the most important plants in our economy took part in 
i meeting at the Office of the Council of Ministers devoted 
to the draft plan for 1983-1985 (sent to the Sejm) and to the 
conservation and anti-inflation programs. 


The host of the meeting was Vice Premier Zbigniew Szalajda. Vice Premier 
Mieczvyslaw F. Rakowski also participated in the meeting (he presented informa- 
tion on the contemporary domestic sociopolitical situation), as did secretary 

t the Central Committee of the PZPR Manfred vorywoda, numerous ministers and 
undersecretaries of state in economic departments, representatives of the Plan- 
ning Commission, of the Polish National Bank, and of central offices and insti- 


tut ions. 


As provided for in the 1983-1985 NPSG [National Socioeconomic Plan], the chief 
supports of the consolidation of positive tendencies in the economy as well as 
of the suppression of the weaknesses still found in it, stressed Vice Premier 
2. Szalajda in the introduction to the discussion, are the conservation and 
inti-inflation programs. The blend of various kinds of economic and organiza- 
tional instruments proposed in the diaft plan, consistently utilizing the pos- 
sibilities which economic reform created for progress in effectiveness of man- 
agement, are intended to promote performance. 


Characterizing the chief points of the proposed conservation and anti-intf lation 
programs, Vice Premier Z. Szaladja called attention to the fact that they con- 
stituted a mutually complementary and necessary whole. Only the growth of mater- 
ial production leads to the restoration of economic balance, and that is at pre- 
sent possible only if we will utilize the resources we possess more efficiently 
and rationally. The management of energy and fuel resources demands special 
care, because there is no chance of a perceptible increase in deliveries of these 
resources before 1985. Also, lower predicted rates of the growth of production 
form real possibilities for the growth of deliveries of the remaining raw and 
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ar if ° Material-intensiveness of tthe mational in = ; i De Te- 
‘ ‘round 4.1 ¢ +.5 percent, that of industrial production around 5.7 
' ”. ercent, the « isumption of so-called standard fuel bv unit t generated 
wmional 3 me by around 3.4 to 4.7 percent, and the energy-intensiveness otf 
trial luction by around 7.2 to 8.8 percent. The greatest limitations 
ippear in the sphere t imported producer goods. 
ere } ssibilit t growth in employment in the sphere of so-called ma- 
terial prod tion, particularly in industry. Practically the whole growth of 
roducti t be based on greater labor productivity. It is necessary to 
ilize rienht now all levers, which will insure the realization of resource 
iti goals, in particular, in the tasks of that program it is neces- 
[ t rate our country's considerable scientific research and devel- 
aent fac ties, heretotore insufficiently utilized. The government intends 
t make ava le all necessary concessions and preferences for those that make 
res tr ition ¢ the improvement of the effectiveness of management, but 
tly to rosecute al] Signs ot wastefulness. 
e opr ier appealed for the transmittal of the opinions of the plants, 
iZement f nel, workers’ councils, trade unions on the theme proposed in 
the draft im and the related policy documents; he also appealed for the as 
toa bie undertaking of .nitiatives, the consequences of which will be 
leve | ent by the firms of appropriate projects, constituting conservation 
imti-i ition programs tailored to the realities of each firm. 
1 . ‘'roduction Growth 
tticulties with which firms are struggling in the endeavor t: 
growt tt important and urgently necessary economic production were 
. retiected in the discussion. Already the tirst experiences of 1983 in- 
it t t ecause ot this it will not be easy to attain the ceiling of pro- 
t ed r in the centra. plan. For example, in many branches connected 
™ ipply ot the market the plans presently worked out by firms for 
rrent vear--long-range plans are generally barely in preparation-<do not 
eet Levels of output that are absolutely necessary. Besides the short- 
i ' producer goods, the most essential barrier is the manpower 
° tc thi nanpower shortage cannot oe offset in any other manner than 
it nditions to concentrate labor resources in those plants whos« 
the most necessary and where there exist the most favorable pos- 
levine high procuctivity, while, in those very plants, creat- 
i tf change of the present ratios between employment directly in 
t ind in the administration of staff, fortifvine discipline, and work- 
ve motivation tor full utilization of work time and skills. 
th int reterence was made t ‘ eriences in the realiza- 
toe rerorm, ince it fi above al mie ied f en it e° manage=- 
» Not lv greater “system-compactness,” priduced by the reforr 
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9EIM TAS! RCE QUESTIONS ‘IRREVERSIBILITY’ OF ECONOMIC REFORM 


, ’ 
eA z' or i int session of the 2€ 53 s Eco! mic Pianning,. Suderz« 


ane fina ‘ maittee and Legislative Committee was eid for the put ¢ ; 


jumming up the results of the parliamentary debate the « omic re rr 
i " re 4 real marathon debate. ime Omiy thing that we is : expect 
a. «€©6LCAS CY int ji 4 SURBiINng up ot ali of the contridutions t this ‘ ite 
nage f[ (he respective ea Committees, 2nc vet some new points were iis 
r4aiseag at this sesel that eerved to iiilustrate the high stakes ‘ . ,4vVeG 
. eT 
what wa ebat« the g vernment’s report really all about ‘ 
report its t--a8 was pointed out in his introductor remaras ¢ the dé t 
ent mise i er tor the economic retorm, rrot« r iZisiaw iW~OWSKIi- 
was " to respond to three categories of questi . The first categor 
; issesemen' f what sas been accompiishec. ire the inges whi 
ive ee ; ; tar mpatibie with the under.yin premises [| the retor 
, m s institutional machinery st i the test the proc« whict 
play i onmection with the refora’s implementati - 
.@ and reiative importance: : rs ' robie fe int 
" Licated situation , te econd category is ¢ gd wit ing 
with a " wer t the question a6 to what shouid de done ii reer t Ls 
re that ic policy programs are compatibie with the institut: 7 
ao" iret retorm process How are we ¢ . t augmenting the 
: ani these tactorse in @ Banner glare LOwa©re +@' e re 
ie ‘ mi cctivity Pinaliy,. the thir itegor : ‘ 4 
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However, the Sejm deputies do not want to sit and wait passively before 
they get a chance to speak out on these proposals. So, they have been 
soliciting the views of the various committees responsible for specific 
sectors of the economy, and they also set up a joint committee task force. 
And now we have the summary debate before the Sejm proceeds to meet in 
plenary session to review the government's draft law. An important contri- 
bution to all of these parliamentary deliberations was made by the report 
prepared by the Sejm's team of experts. This report in fact makes no 
departures from the most important assertions spelled out in the government's 
document. However, based on what was said on this subject on behalf of the 
team of experts by Henryk Kisiel, former vice premier and former head of 
the Planning Commission, a different point of view has also come to light. 
In the first place, this statement contained a warning against the hasty 
drawing of any final conclusions, inasmuch as, for all practical purposes, 
the retorm process has been under way for barely 2 1/2 years. Nor can the 
reform either be given any of the credit or saddled with any of the blame 
for the failures which are a feature of our present economic situation. 


Another important claim had to do with the progress made by the reform. 
“»twithstanding, the resolute actions taken with a view to reforming the 
economy, the pursuit of which has been borne out both by legislative acts 
and the real changes made in the way the economy is run, the Sejm experts 
conclude that the process of implementing the reform has not yet become 
irreversible. The reform is now faced with the paralysis of inaction which 
is an attendant feature of our current economic situation, of the drastic 
decline in the national income, market disequilibrium, and, when all is said 
and done, public perceptions. This is because the public is blaming the re- 
form for the consequences of the economic crisis, something which after all 
is a heritage attributable to various factors that came into play before the 
reform was ever launched. The progress of the reform is also being held 

up by the inertia and resistance generated by various institutional forces. 


However, this assessment focuses most of its attention on the principal 
dilemmas facing us. The first of these dilemmas has to do with the question 
of market equilibrium. The absence of this equilibrium may lead to the de- 
generation of economic control mechanisms and thereby jeopardize the reform. 
A lot was said about a certain kind of paradox whereby, notwithstanding the 
political will displayed by the authorities to follow through with the 
reform process, there is something inconsistent about this process. This 
calls for an analysis of those forces which are driving the reform process 
forward and those forces which are holding it back. Henryk Kisiel used the 
term "Bermuda iriangle” to describe the interlocking relationship hetween 
three factors, which at one and the same time are synonymous with three 
problems that have to be resolved simultaneously. Namely, the problems of 
prices, wages and taxes. If these problems are not solved, the reform will 


collapse. 
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In considering all this some thoughts come to mind that reflect on more than 
just the thrust of this particular statement. It is interesting to note how 
much freedom of speech is acquired by former economic policymakers as soon 
as they no longer occupy official positions. Could it be that it is better 
to evaluate events and developments w* .. a certain amount of detachment? 

And there is one other point to be made. It is net easy to «ome up with a 
diagnosis of what is wrong or spell out what aeeds to be done, but it is 
much harder to come up with a well-defined set of procedures showing 
precisely how we should go about this, especially so if there are so many 
tactors working against the reform, while, at the same time, without the 
reforu--as everybody says--we are not going to pull ourselves out of this 


economic crisis. 


CSO: 2600/974 
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POLAND 


POLAND'S POSITION IN WORLD AGRICULTURE, FOOD MARKET ANALYZED 
Warsaw NOWE DROGI in Polish No 2, Feb 83 pp 31-45 


[Article by Eugeniusz Mazurkiewicz] 


[Text] It is not only the energy-raw materials crisis that the world has 

been battling since the first half of the 1970's. Likewise food is becoming 
increasingly more expensive, and more than 25 percent of our world population 
exists in conditions of hunger and malnutrition Among them, nearly 5 billion 
persons live at the level of the so-called critical biological minimum (with 

a total calorie consumption of not more than 1600 Kceal per day). In the 

1970's, the hunger and malnutrition “regions” were not diminished. Forecasts 

to the year 2000 indicate that the number of people living under these conditions 


may even grow. 


More and more countries have food shortages that they are trying to reduce 

by importing farm products, primarily grain. There are many difficulties 
here, causing a worsening of the world food situation, especially in the 
developing countries of Asia, Africa and Latin America and a price increase 

in food items in international trade. Although agricultural export is growing 
both in economically developed countries and in developing countries, this 
increase is great:r in the first group of countries This reduces the share 
of developing couitries in world agricultural-food export. 


While the export of this group of items increased nearly 4.9-fold ir developed 
countries in the 1970's, in economically developing countries it rose 

3.8-fold. In all covntries of the world, agricultural export increased 4.5-fold 
during this period. Such a great increase in export resulted from a great 
growth rate in prices, since the volume of goods exported in 1980 was about 

50 percent higher than from 1969 to 1971. The average value of a unit of 

export volume rose three-fold during this period. 


A characteristic feature of world agriculture is the slow growth of food 
production. However, agriculture involves living organisms; this radically 
restricts the average yearly growth rate of the increase in production. 

Moreover, significant fluctuations in production occur in particular years. 

A systematic increase in world population (about 75 million per year during 

the last decade) means that the incgease in farm production is utilized primarily 
to feed a growing number of people.“ This is a cause of the slow progress 
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in the level of feeding the world population. Added obstacles are the ciffi- 
culties, the barriers and even the blockades in world food trade, increasing 
inflation in most countries and the associated feeling of uncertainty and 

and the existence of “regions” of poverty and the lack of funds to purchase 


food. 


More and more in the 1970's, Poland became an importer of food (of 1.2 percent 
of the worldwide import of agricultural goods in 1980). On the other hand, 
Poland's share in worldwide agricultural export declined constantly (in 1980 
it was 5 percent) Among European countries, only Poland and Portugal did 

not achieve a per capita increase in food production from 1979 to 1981 by 
comparison with the 1969-1971 period.~ The lack of progress in domestic 

food production at the end of the last decade was one of the basic factors of 
domestic social tension. If agriculture is to develop more dynamically, 

it must be guaranteed an increase in the means of production provided by 
industry. Such has been the experience in the development of agriculture 


worldwide. 


x 


In the 1970's, the growth rate of worldwide food production was below that 

of the 1970's. Poor climatic conditions occurred more frequently (droughts 

or floods and excessive rainfall). These were the major causes of the farm 
production decline in a number of areas of the world. Moreover, a high percen- 
tage of production is still lost during vegetation, harvesting and storage, 
especially in economically backward countries- Frequently these losses exceed 
30 percent of the harvests If per capita food production in the 1970's 

rose wore than 10 percent, in the 1970's this index was set at 5 percent. 


In the 1970's, livestock production showed a higher growth rate worldwide 

(an average annual per capita growth rate of 0.6 percent) than crop production 
(about a 0.3 percent increase). Livestock production grew substantially 

wore rapidly in developing countries both as a result of increasing grain 
imports and ‘ue to the use of domestic potential for increasing the number 

of head of livestock. The level of livestock production here is not high. 


During the last decade, all regions of the world except Africa attained an 
increase in food production. Meanwhile, there was a per capita decline of 

9 percent in Africa. In other regions, only particular countries showed 

a decline in food production. Europe fared the best here, with a 15 percent 
per capita increase in food production from 1979-1981 by comparison with 


1969-1971. 


Grain holds a special place in worldwide agriculture. Grains supply about 

45 percent of calorie consumption Over 60 percent of calorie consumption 

in developing countries).5 For these reasons, worldwide grain production 

is a subject of constant observation, assessment and forecasts, since more 
serious fluctuations in grain production cause major disruptions in worldwide 





agricultura! trade. It is difficult to replace the serious drop in grain 
production with other groups of crops. The consequence of this situation is 

an increase in the prices of grain and other products in international trade. 
This was illustrated by the sudden increase in the prices of food products 

in international trade in 1973-1974 following a decline in worldwide farm 
production in 1972 of more than 2 percent by comparison with 1971 and a decline 
in grain production of more than 3 percent. The prices of food products 

in worldwide export in 1973 were more than 40 percent higher than in 1972, 

and grain prices rose by 66 percent. In 1974, food prices continued their 


sharp rise. 


Following a short-lived period of decline in price (1975-1976), since 1977 

we have had another period of increase in the prices of food. Overall, in 

the 1970's, the increase in food prices were slightly in advance of the increase 
in the prices of goods in general in international trade. 


In the 1970's, there was an increase in the area of land under grain cultivation 
worldwide (of more than 8 percent); at the same time, their yields increased 
Meanwhile, a slight decline in the area under grain cultivation occurred 

in Europe (by 1.6 million hectares). This decline was the most severe in 

Poland (in 1980, it was 0.6 million hectares less than from 1969-1971). 


Total grain production worldwide increased 29 percent in the 1970's. Major 
grain producers (the United States, China, India, France and Canada), except 
for the USSR, had a still greater increase. European socialist countries 
achieved a 30 percent increase in grain harvests, with Romania and Hungary 
having the highest growth indexes (57 percent and 42 percent respectively). 
Of the European socialist countries, Poland had the smallest increase in 
grain production (less than 2 percent). There are many reasons for the lack 
of progress in grain production in Poland. I believe that they may be summarized 


in the following way: 

--low production profitability, 

--the insufficient share of grain in the sowing structure of PGR [State Farms] 
and of RSP [Agricultural Producers Cooperatives] in part, 

--the insufficient agricultural engineering and cultivation of grain and 
the related large area of rye and oats cultivation--crops with lower yields. 


Stagnation in grain production in Poland during the 1970's, along with the 
tendency toward increasing livestock production made necessary a sharp increase 
in grain imports, primarily for fodder. The import of other high-protein 
fodders also grew, although the increase was insufficient. This meant that 

a lower concentration of protein in fodders was maintained and production 
results were inferior. To a substantial degree, grains likewise covered 

the shortages of energy components in the domestic fodder balance, especially 


during the second half of the 1970's. 
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The following table illustrates Poland's increased grain imports by comparison 
with domestic production. 


Table 1. Grain Production in Poland and Grain Imports in 1960, 1970, 1975 
and 1978-1981 (in Thousands of Tons) 











Years Production Import Import in Percentages 
of Domestic Production 
1960 14 ,809 2,014 13.6 
1970 16,262 2,479 15.2 
1975 19,557 3,833 19.6 
1978 21,537 7,008 32.5 
1979 17,341 6,699 38.6 
1980 18 , 336 7,561 41.2 
1981 19,721 7,063 35.8 


Source: ROCZNIKI STATYSTYCZNE 


The problem of the growing import of grain is essentially one of low per 
capita domestic grain production. The situation in this area from 1979-1981 


shaped up in the following way: 


Table 2. Comparison of Per Capita Grain Production for Various Countries 
From 1979-1981 








Item Per Capita Grain Production (in Kilograms) 
Worldwide 360 kg 
Canada 1774 kg 
United States 1360 kg 
Hungary 1206 kg 
Poland 520 kg 
Western Europe 453 kg 
Eastern Europe together with the USSR 674 kg 


As Poland exported more grain, the “geography” of grain purchases became 
altered. Import from socialist countries declined rapidly in favor of increased 
imports from capitalist countries. At the end of the 1970's, grain imports 

from this group of countries exceeded 90 percent of total imports. In 1980, 
Poland found itself among the five largest grain importers, after the USSR, 


Japan, China and Italy. 


Most grain worldwide is concentrated among a few exporters. These major 
exporters are led by the United States, followed by Canada, France, Australia 


and Argentina. 


Although an increase in grain production is expected in other countries and 
regions of the world, given the increased requirement for grain, particularly 
in developing countries, we must anticipate a further increase in grain prices 
and many difficulties in international trade, as well as the great impact 
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of several major grain exporters, particularly the United States, on the 

tood situation. It is expected that the food self-sufficiency of developing 
countries will decline by the year 2000. This group of countries will express 

an increasing need to import grain. According to FAO [UN Food and Agriculture 
Organization] estimates, the grain balance of developing countries in the 

year 2000 will show a net deficit of approximately 150 million tons, compared 
with 32 million tons in the mid-1970's and 48 million tons in 1980 (not including 
China). Once again, grain can be used repeatedly as a political “weapon”. 


Such a sudden worldwide increase in the grain requirement emanates from the 
prognoses for the development of livestock production and for an increase 

in the grain feeding of livestock in developing countries. If grain consumption 
for this group of countries is to double by comparison with 1975 grain consump- 
tion, the grain feeding of livestock will increase four-fold. 


In European socialist countries, together with the Soviet Union, the index 

of grain consumption for fodder is 55 percent. In Poland, grain consumption 
tor todder equals that of economically highly-developed countries. The preeeee 
of agricultural development and the food economy through 1990 in Poland 
anticipates a certain decline (about 3 percent) in grain consumed for fodder 
in 1985 by comparison with 1981, resulting from a sharp decline in grain 
imports to 1.5 million tons (i.e., by 5.6 million tons, with an increase 

of 3.3 million tons in domestic grain production) This level of import 

is expected to be maintained to 1990; at the same time, a further increase 

in domestic grain production during the second half of the 1980's will enable 
grain consumption for fodder to increase once again. 


Summing up the issues of worldwide grain production and grain trade, one 

can make the following generalizations: 

--the grain requirement in developing countries will increase sharply, 

--grain prices in international turnover will rise, 

--Poland's difficult economic situation warrants a variety of actions taken 
to increase domestic grain production and basing livestock production 
largely upon domestic fodder resources. 


Oleaginous crops that supply extracted meal and mill cake that are rich in 
protein, in addition to oil, occupy an important place in worldwide crop 
production. Substantial progress has been made in the production of this 
group of crops during the past two decades, as it has been made in grain 
production. Soya holds a primary position among oleaginous crops, followed 
by cotton seeds, peanuts, sunflowers and rape. Other crops include copra 
(coconut pulp), linen seeds, sesame and palm nuts. As with grains, the produc- 
tion of oleaginous crops is highly concentrated. This has a direct impact 
upon the world oil trade, extracted meal trade and on the trade of the seeds 
of oleaginous crops. Soya production is concentrated in the United States, 
Brazil and China; cotton seed production--in the USSR, China, the United 
States and India; peanut crops--in India, China, the United States, Sudan 
and Senegal; sunflower seed crops--in the USSR, the United States, Argentina, 
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China and Romania; rape--in China, India, Canada, France and Poland; copra-- 
in the Philippines and Indonesia; linen seeds--in India, Argentina and Canada 
and palm nuts--in Malaysia, Nigeria and Brazil. 


From 1960 to 1980, domestic production of oleaginous crops, especially rape, 
increased, although there was a sudden drop in particular years, primarily 

due to poor clima:cic conditions. In our climate, winter rape, a major oleagi- 
nous crop, is very difficult to grow. Average harvests of the seeds of 
oleaginous crops rose from 337,000 tons per year from 1961-1965 to 665,000 
tons from 1976-1980. 


In the 1970's, Poland became a major importer of the processed products of 
oleaginous crops--oils, extracted meal and milk cake--high-protein fodders. 
During the years of poor rape harvests, the seeds of oleaginous crops, mainly 
soya, were imported. Intensive livestock production requires that there 

be the necessary concentration of protein in fodders fed to livestock The 
domestic production of oleaginous and leguminous grops has not ensured the 
required amount of protein in fodders. Nor has the volume of our high-protein 
tfodders imported in the past ensured the proper concentration of protein 

in livestock feed, which has reduced the effectiveness of livestock feeding 


Some increase in the importing of high-protein fodders in the 1980's, bringing 
the level up to 1.5 million tons per year (together with fish meal). It 

is also expected that the domestic production of oleaginous crops will reach 
800 ,000 to 900,000 tons. This stould improve the protein concentration in 


fodders. 


An important place in turnovers worldwide is played by sugar, 60 percent 

of which is produced from sugar cane and nearly 40 percent of which comes 

from sugar beets. Developing countries supply more chan half of all worldwide 
sugar production. However, the major producers are Brazil, Cuba, the USSR 

the United States, India and France. The first half of the 1970's likewise 
ushered in sudden changes in the sugar requirement. While in the 1960's 

sugar was overproduced, reserves were considerable and prices were low (except 
for a brief period of price increases in 1963-1964) and there was relative 
equilibrium between supply and demand at the beginning of the 1970's, at 

the end of the first half of the 1970's, sugar shortages occurred in inter- 
national turnover and sugar prices rose sharply. In 1974, worldwide sugar 
prices were more than three times higher than their 1970 prices, and in 1975 
they were nearly five times higher. During the years that followed, sugar 
prices dropped, but their level, which changed in particular years, was two 

to three times higher than in 1970. Another jump in sugar prices occurred 

in 1980 as a result of a decline in worldwide production of nearly 5 million 
tons and an increase in import of nearly 1 million tons. 


For many years Poland exported sugar. The largest volumes were exported 
during the first half of the 1970's—an average of 517,000 tons a year, and 
the largest volume was exported in 1962--734,000 tons. In addition, about 
11,000 tons of sugar products were exported each year. From 1976 to 1980, 
sugar exports fell to 192,000 tons per year, and imports averaged 68,000 tons 
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per year. During this period, the net weight of sugar exports was 23,000 tons. 
In 1980, for the first time, sugar imports were 28,000 tons higher than 

exports of sugar and sugar products. This was related to the disastrously 

low sugar beet harvest. In general it may be said, however, that the population 
increase, together with a high level of per capita sugar consmption and 

a slight increase in the processing capacities of sugar refineries (by 

19 percent over the course of the past 20 vears), have resulted in smaller 

and smaller surpluses designated for export. 


x 


Leguminous crops harvested for seed are of great importance in worldwide 
agriculture, especially in the countries of Asia Their production, however, 
is declining. From 1961-1965, this production reached 44.5 million tons, 
rising from 1979-1981 to 40.6 million tons. In 1980, worldwide export reached 
its highest volume, somewhat in excess of 2.7 million tons, with the United 
States the chief exporter (750,000 tons) and Mexico (450,000 tons) and Holland 
(nearly 290,000 tons) the chief importers. 


The production of this group of crops is relatively low in Poland. From 

1976 co 1980 it averaged 224,000 tons per year (which includes 81,000 tons 

for eating purposes). Domestic food needs warrant a greater concern in economic 
policy over the cultivation of this group of crops, since their use to enrich 
the diet of humans and protein concentration of fodder can be expanded, given 
the circumstances of a reduction in the consumption of meat and processed 


meat products. 


Potatoes are raised worldwide in the temperate zone. From 1979 to 1981, the 
average harvest was alout 257 million tons; the year 1980, however, brought 
a poor harvest. Potato harvests declined. This is a crop whose area of 
cultivation is declining. Poland, which harvests 45 to 50 million tons of 
potatoes in normal years, is a major producer (second after the USSR), and 
per capita potato production in Poland is the highest in the world. Worldwide 
export of potatoes is not high, ranging from 4 to 4.9 million tons from 1978 
to 1980. European countries are the primary region of the international 
potato trade. In 1980, their exports were about 76 percent and their imports 
were about 68 percent Holland and France are chief exporters; the FRG, 
Great Britain and Italy are primary importers. 


The export of potatoes and potato products is of fundamental importance to 
Polish foreign trade, although our export volume falls short of our potential, 
given the widespread cultivation of this crop in Poland. 


This export is limited both due to our varieties (our consumers have different 
requirements) and the small scale of processing, as well as the insufficient 
technical base of potato farming (storage, transport) It is an anomaly 

that Poland, whose potato production is so high, recently has had a negative 
export and import balance of starch. 
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it should be stressed that starch exports have declined systematically. In 

the 1970's, they averaged approximateiy 50,000 tons per year. Growing domestic 
needs have caused a reduction in export surpluses. In 1980, starch imports 
were more than 2,000 tons higher than exports. During the mid-1970's, we 
imported somewhat more than 2,000 tons of seed potatoes for propagation and 

the production of consumer potatoes for exporting to capitalist countries. 
During the 1970's, only the export of alcoholic products increased, reaching 
its highest level in 1978 (329,000 hectoliters). 


There is the potential for the further increase of the export of potatoes 
and processed potato products. However, this requires improved technical 
facilities and an increase in processing capacity and storage facilities. 


The garden production of fruits and vegetables plays an important role in 
worldwide agriculture, although from the viewpoint of the area under cultivation 
of these crops, they lag behind other crops. This regards both fresh and 
processed fruits and vegetables. During the 1970's, worldwide garden production 
increased substantielly, with vegetables showing a considerably higher growth 


rate than fruits. 


Vegetable production is the most widespread in Asia. This part of the world 
produces more than 50 percent of the world’s vegetable production. Here 

the agrarian structure of agriculture is the most highly divided into parcels 
and a large percentage of the population farms for a living. More than 

26 percent of world vegetable production is concentrated in Europe and the 
Soviet Union This part of the world also produces 31 percent of all fruit, 
while Asia produces somewhat in excess of 25 percent 


A large percentage of the production of fruits and vegetables and of their 
processed products is traded internationally. Thus, for example, nearly 

20 percent of banana production is designated for export and more than 11 
percent of citrus fruits, nearly 9 percent of apples, 8 percent of onions 

and nearly 4 percent of fresh tomatoes. It should be emphasized that of the 
nearly 3.2 million tons of apples exported, more than 1.8 million tons 

are exported from European countries, who also import like amounts. The major 
exporters of apples in Europe are France (680,000 tons in 1980), Hungary 
(410,000 tons) and Italy (327,000 tons). 


Poland's foreign trade in vegetables, fruits and their processed products 
has yielded positive results for a number of years 


During the second half of the 1970's, frozen foods held a key position in 
Polish fruit and vegetable export We exported slightly more than 60,000 tons 
of frozen fruits and more than 30,000 tons of frozen vegetables. The increase 
in our imports of fresh fruits and vegetables (grapes, peaches, watermelons, 
tomatoes, citrus fruits and bananas) and of processed fruit and vegetable 
products is noteworthy. Apples held a primary position in the export of fresh 
fruits (besides frozen fruits). Except for 1980, when their export exceeded 
their import by less than 1,000 tons, their export ranged from 32,000 tons 
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in 14377 to 88,000 tons in 1979 This was a surplus export of sorts. ke should 
also stress the declining export of onions, their important export position 

in the 1970's and the great fluctuation of onion exports in particular years 
46,000 tons in 1977, nearly 20,000 tons in 1979 and a net igport of 16,000 tons 


in 1980). 


During the second half of the 1970's, we exported a certain quantity of garden 
crop seeds (for 38.3 million foreign-exchange zlotys), that covered fully 
the import of this group of seeds (likewise 38 million foreign-exchange zlotys). 


The general conclusion drawn from an analysis of foreign trade in garden products 
is that we shouls expand organizational and technical activites aimed at creating 
larger production bases of fruits, vegetables and processed fruit and vegetable 
products designated for export. We ought to make use of the still existing 

large labor supply in agriculture for this production. 


Much importance in world agriculture is attched to the development of livestock 
production. Cattle and sheep raising are the most prevalent worldwide. However, 
tremendous disproportions exist in the distribution of livestock and their 


productivity. 


More than 50 percent of the world’s horses and 46 percent of its gules are 

on the American continent, and approximately 45 percent of the world’s donkeys 
and 97 percent of its buffalos are in Asia. Nearly 75 percent of the world’s 
camels are found in Africa. Nearly 60 percent of all goats and 50 percent 

of a hogs are found in Asia. Chickens are the most universally raised domestic 
fowl. The countries of Asia have one-third of the world’s chickens. They 
raise two-third of the world’s ducks. The USSR raises one-third of the world’s 


turkeys. 


The distribution of livestock production, however, presents a different picture. 
While developing countries have 65 percent of the world’s head of cattle,approx- 
imately 50 percent of its cows, more than 57 percent of its hogs, 53 percent 

of its sheep and 52 percent of its chickens, economically developed countries, 
which raise animals intensively, iead in the production of meat, milk, wool 


and eggs. 


The turnover of livestock and livestock products is growing in international 
trade. The export of sheep and pigs, meat and powdered and fresh milk has had 
an especially high growth rate. Meanwhile, international turnovers of wool 


have declined. 


Economically developed countries leadin the export of livestock. This group 

of countries is also their major consumer. The only exception to this is 

the sheep trade. While the major sheep consumers are developing countries, 
primarily the Near East, 66 percent of all sheep exports come from economically 


developed countries 


103 




















Econosically developed countries lead overwhelszingly in the international 
meat trade, both in isports and exports. 


International turnovers in fresh gwilk are concentrated in the countries of 
western Europe, primarily in EEC countries. 


European countries are also the gajor exporters of powdered silk Other sgajor 
exporters include New Zealand, the United States and Australia. The group 
of developing countries, primarily the countries of Asia and Latin America, 


imports about 63 percent of all powdered silk. 


A sigwilar situation exists in the international trade of butter, cheese and 

whole eggs. Nearly 80 percent of all butter and eggs and 90 percent of all 
cheese cope from European countries. However, the group of economically develop- 
ing countries leads in the import of butter, cheese and eggs. 


The international wool trade is also concentrated in economically developing 
countries. The chief exporters are Australia and New Zealand. The primary 
consumers are Japan, the USSR, France, Italy and Great Britain. 


During the period of People’s Poland, livestock-based articles have dominated 

in agricultural-food export. The prigary items in this export are: livestock, 
meat and its processed products, butter, eggs, powdered and bulk eggs and 
casein. We have also exported feathers and down, the skins of furry animals 
and, periodically, lard and salt pork as well as cheese. Our sajor imports 

in this area have been meat and processed meat products, butter and anisal fats, 


cowhide and wool. 


Iver the years, there has been a radical reduction in the export of particular 
products, both due to selling problems (bacon) and increased domestic consumption 


(butter, meat). 


The gore severe breakdown in the export of animal products occurred in 1981. 

By comparison with 1980, the export of meat and processed meat products declined 
by about 40 percent, and isports rose more than four-fold. This emanated 

from a reduction in the domestic production of slaughter livestock (of more 

than 450,000 tons in post-slaughter weight) and from a sudden increase in 


market instability. 


Meat and processed meat products are exported to economically highly developed 
capitalist countries. Such a sharp decline in this export in 1981 will be 
hard to make up, since the EEC countries are essentially self-sufficient in 
the area of animal production, except for lamb. Likewise, farmers’ organiza- 
tions in the United States have been interested in reducing the import of 


Polish haa. 


The export of meat and processed seat products does not represent a high percen- 
tage of domestic production. In 1975, it amounted to about 8 percent, in 
1980, it was 6 percent and in 1981, net imports were 6.5 percent of domestic 


production 
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in the long-range plan for exporting animai-? sed articies, it would be 
advisable to adopt the principle of once again increasing their export, in 
particular the export of processed geat products, and to attain an export 

level of Beat and processed seat products in excess of a net weight of 300,000 
tons. “Moreover, during periods of stagnation or decline in livestock production, 
the export of this group of items should not be reduced significantly. Poland 
should also gaintain a suitable pricing policy when the meat market is stable. 
Then agricultural+-food export will not be a surplus export, but a planned 


economic activity. 


‘he European market is a prise consumer of fatted lambs. Poland is not a 
zajor sheep producer, but a further increase in export is possible. The 
Furopean socialist countries, who export several timwes as sany sheep as does 
Poland, are an example of this. For example, in 1980 Bulgaria exported more 
than 1.5 gillion sheep, Romania--1.5 aillion, Hungary--more than 1 million 
and Poland-- 382,000. 


it is possible for us to keep our export of slaughter horses at a level of 
approximately 100,000 head per year. Our export of geese appears to be 
stable and our export of ducks, whose gsajor consumer is the FRG, is somewhat 


Stabile. 


Agriculture is vitally aided by fishing. In the 1970's, however, there were 
fundamental changes in this field. In particular, the broadening of the 

belt of coastal waters to 200 ailes by a number of states and the specification 
of catch limits for the ships of third-party states fishing in these waters 
have caused gany difficulties and restrictions in fishing for the Polish 
fishing fleet. Last vear the situation in this area was exacerbated by U.S 


restrictions. 


The following characterizes worldwide fishing in the 1970's: 
--a period of increased catches up to about 70 million tons at the beginning 


of the decade, 
--a reduction in catches from 1972-1975. 


This concerned especially the countries of Latin America and North America 
in part. Poland's average catches of 800,000 tons per year at the end of 
the 1970's and 644,000 tons in 1981 gmake it a net exporter of fish. During 
the last 5 years, this export averaged 20,600 tons per year. 


Poland is a steady importer of fodder meals, chiefly fish weal. This import, 
which was used in the past 5 years to imgprove the protein concentration in 
fodder, averaged 122,000 tons per year and reached 170,000 tons in 1979 


In 1980, however, this import fell by half to 84,000 tons. This situation 
worsened the quality of comercial mixtures of concentrated feed. The need 
to further rationalize livestock production makes it advisable to increase 


once again the igport of fodder meal 
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Thus, taking into consideration the export and isport of fish and processed 
1\ish products as well as fish geal, there was a negative foreign trade balance 
for this group of commodities during the last 5 years. 


Poland has rich traditions in the international agricultural-food goods 
trade. However, just as there were false and erring assessments and views 
in the past, these also exist in the present day. It is worth calling to 
mind that since the @id-1920’s, Poland has exported sajor amounts of its 
agricultural-food goods abroad In 1924, approxisately 27 percent of the 
country’s total exports was represented by this group of goods. Meanwhile, 
in 1938 the share of agricultural-food goods in export was nearly 40 percent. 
These may be separated into three groups: 

--live anigals, geat and its processed products, butter and eggs, 

--wheat, 

~-sugar 


In import, the share of agriciltural-food goods declined (from 27 percent 
in 1924 to 17 percent in 1938), and raw materials for the agricul tural-food 


industry predominated 


The major suppliers of agricultural-food goods to Poland during the interwar 
period were the countries of Central Europe, while their exports of meat 
ind processed meat products went to Cermany (hogs, meat and butter), the 
United States (ham), Great Britain (bacon) and France and Belgium (horse 
meat, veal and beef). The countries of Europe were also consumers of grains 


and other crops 


The quality of Polish food products compares favorably on sajor purchase 
markets However, given the present state of development of Polish agriculture 
and the level of feeding society, the favorable foreign trade balance for 
agriculturakfood articles has worsened the insufficient level of domestic 

food consumption and the lack of food of a significant part of society 
Moreover, some of our farmw export was unprofitable and was subsidized (sugar, 
grain and other goods). During the aid-1930's, approximately 80 percent 
of our canned meats ard canned haas, 70 percent of our bacon, 22 percent 

f our sugar, 20 percent of our eggs, our barley and our malt and 9 percent 


of our pork went for export. 


During the postwar period, the export of agricultural-food articles likewise 
played an important role in the country's development. This export enabled 
a steady influx of foreign-exchange, an isprovement in market supply with 
consumer goods and an improvement in the national economy with capital goods. 
It also fostered te development of farm production and the agricultural- 
tood industry and moderated unfavorable turns in domestic farm production 





ver the years, the share of agriculturai-food items in the foreign trade 
export structure of People's Poland has undergone radical swings. This group 
of goods was at its peak (18.7 percent) from 1961 to 1965. Following this, 
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there was a declining trend, with 1981 the worst year in this regard (a share 
of 6 percent). In import during the last decade we experienced a reverse 
trend, i.e., an increase in the share of agriculturdal-food goods, with very 


high growth in 1981. 


The high share of agricultural-food articles in export to capitalist countries 
is worth noting. During the postwar period, it averaged about 25 percent, 
while from 1951 to 1944, it exceeded 50 percent. 


The geographical structure of agricultural-food export has been maintained 
for a number of years without significant change. It is directed primarily 
toward developed capitalist countries (about 80 percent), in particular to 
the countries of Western Europe and the United States. 


The import of agricultural-food goods was contingent upon the socioeconomic 
situation and the payments, production and market situation. There was a 
fundamental change in the function of agricultural-food import beginning 

in 1972. The major premise of its development was the need to supply agriculture 
with fodder grain and high-protein fodders Supplying the market with a 

broader assortment of nonfood products receded into the background. During 

the 1970's, the net import of grain and concentrated feed reached a level 

of nearly 50 percent of our import of agricultural-food articles. 


An analysis of foreign trade turnovers in agricultural-food goods enables 

us to draw the following conclusions: 

1) The export of this group of commodities during the period of People's 
Poland supplied considerable amounts of convertible currencies. Other 
supsectors of the national economy took second place; 

2) In agricultural-food export, articles derived from livestock predominated, 
except for a brief period during the mid-1970's, when the demand on inter- 
national markets (especially for beef) waned; 

3) The share of Polish agricultural-food export in the total export to CEMA 
countries was and is low. It declined from 10 percent in 1960 to 5.5 
in 1975 and 3 percent in 1980. The share of this commodities group in 
import from CEMA countries declined respectively during this period from 
17 percent to 6 percent to 4 percent. It must be recognized that these 
turnovers do not correspond to our potential; 

4) The balance of foreign trade turnovers for agricultural-food articles 
was negative during three 5-year periods. These were from 1956-1960 
and during the decade of the 1970's. 


Our deepest deficit occurred from 1976-1980 It amounted to 15.3 billion 
foreign-exchange zlotys in current prices. The turnover balance for 
this commodities group with socialist countries during the entire period 
of People's Poland has been negative, while this balance with capitalist 
countries was positive through 1974; 

5) In worldwide trade of agricultural-food articles during the first half 
of the 1970's (the years 1969-1971 = 100), the price ratios of exported 
to imported goods were favorable. The “terms of trade” improved. There 
was a reversal of this trend in the second half of the 1970's. However, 
different situations existed in economically developed countries and 
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developing countries. During the second half of the 1970's, the “terms 
of trade’ in this last group of countries improved, while they worsened 
for the group of economically developing countries. Poland, whose agricul- 
tural-food exports to capitalist countries are dominated by animal products 
having greater price stability, and whose imports are dominated by crops 
characterized by greater price swings, has experienced a period (since 
1973) in which the “terms of trade” have worsened; 

6) Poland's agricultural-food export had many features of surplus export 
It would have been advisable to prepare a long-range program of foreign 
trade development for that commodities group that would foster the greater 
stability of economic policy in this fields and in particular would bolster 
an increase in agricultural production for export. Our agricultural- 
food export is not high currently. According to the commodities nomenclature 
of CEMA countries, in 1980 it attained a per capita amount of $47 and 
was nearly 6 times lower than in Bulgaria and more than 4 5 times lower 


than in the People's Republic of Hungary. 


Processes of the concentration of farm production and food consumption are 
taking place in world agriculture. The need to feed an ever greater number 

of people is also growing. Food production is becoming more and more expensive. 
This is reflected in foreign trade. Economically developed countries are 
aiming to become more self-sufficient with regard to meat and processed meat 
products. We must also expect the export of meat on these markets from socialist 
and developing countries to become more and more difficult. FAO forecasts 

show that in the 1980's, the chief exporters of meat will be Australia, Argen- 
tina and New Zealand. Also noteworthy is the export of meat by China, Hungary, 
Romania, Poland and Uruguay. EEC countries increasingly will cover their 

own needs in production within the EEC framework (Denmark, Holland and Ireland 
will be exporters), with a partial export of canned processed meat products 


to the United States. 


Poland is a traditional exporter of animal products. This export ought to 
be maintained and expanded. This concerns the export of ham and canned meat 
in particular, bacon (although the amount will probably be reduced), horse 
meat, ducks and milk products. Transport problems and the sharp competition 
on these markets, especially that of Australia, will mean that they may hold 
little attraction for Poland. We should take advantage of the demand of 


EEC markets for these goods. 


The market may be better for meat parts, portioned products and foil-wrapped 
products and the like. Poland should make use of its large labor supply 


to develop this export. 


Countries that are seeking to increase their standard of living, of which 
Poland is one, must aim in their economic development strategy to attain 
the maximum food self-sufficiency, and even to achieve an excess of export 


over import over the long term. 


Preference must be given to production for export of those items that can 
be produced steadily in excess of domestic needs. This refers especially 
to labor-intensive products (fruits and vegetables and their frozen forms 
and processed products, malt, barley, rape, potatoes and their processed goods) 
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Over the long term, it is advisable to develop special production for export, 
to broaden existing production bases and to “play up” domestic specializing 
possibilities, taking advantage of our natural resources and considering 

our econogic circumstances. In order to achieve these goals, we need a larger 
processing and storage base and we must develop marketing activities. We 

can note here in particular the production of fresh fruits (raspberries, 
currants and strawberries), agricultural and garden seed production, grass 
seed production, nursery production, eating and seed potatoes and processed 


potato products. 


In our export of many assortments of farm products, we must consider CEMA 
countries as steady purchase markets. It would be advantageous for us to 
conclude long-term commodities agreements for deliveries of these products. 


Within the framework of cooperation with CEMA countries, Poland should ensure 
domestic agriculture constant supplies of seeds that are easier to produce 

in other countries. These include corn seed, lucerne seeds, sunflower seeds 
and some varieties of vegetable seeds, for example. 


Poland must keep the purchase markets it has already gained. Our temporary 
economic difficulties should not take us out of the export market. It is 
difficult and costly to regain markets, as we know from our 1980-1981 experien- 


ces. 


If we are to continue our normal course of development of the export of live- 
stock products, we must keep market equilibrium at a specific level of meat 
consumption, so that it does not conflict with export. 


The import of agricultural-food products should: 

1) supplement the assortment of goods on the market with goods from other 
climatic zones (citrus fruits, coffee, cocoa, soybean oil, sunflower 
oil and the like); 

2) improve the assortment of domestic products (e.g., the import of durum 
wheat to improve the quality of flour and the like); 

3) supplement protein supplies in the fodder balance, in order to improve 
the protein concentration of fodder. In other words, we should import 
mill cake and extracted meal from the seeds of oleaginous crops as well 


as fish meal. 


Within several years, we should not be importing large amounts of grain for 
fodder purposes. fhe principle of adapting the volume of livestock production 
to the volume of domestic fodder resources (crop production) should be imple- 


mented consistently 


As has been demonstrated, foreign trade in agricultural-food articles plays 


an extremely important role for agriculture: 
--It fosters a stable agricultural policy by creating stability on the domestic 


agricultural-food articles market, 
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--It initiates the development of specific subsectors of farm production 
and enables the better use of the basic producticn elements in farming. 
In this way, it fosters the country's general economic development. In 
actions taken today to intensify farm production and to improve the country's 
food situation, we ought to give greater attention than in the past to 
making use of the previously-noted functions of foreign trade. 


FOOTNOTES 


1. “Agriculture: Toward 2000. Twentieth Session,” FAO, Rome, October 1979. 


2. The FAO estimates that approximately 70 percent of the worldwide increase 


in demand for food emanates from the increase in population. See: 
B. Skorkowska, “Factors Creating Supply and Demand on Commodities Markets,” 


in “Analyza rynkow zagranicznych” [An Analysis of Foreign Markets], PWE 
[Polish Economics Publishers], 1979, p 72. 


3. “FAO Monthly Bulletin of Statistics-—-1981" No ll. 


4. The years 1961-1965 and 1969-1971, as weil as 1969-1971 and 1979-1981 
were compared based on the data: “Assessment of the World Food Situation. 
Present and Future,” FAO, Rome, November 1974; Ibid. 


5. “The Fourth World Food Survey,” FAO, Rome, 1977, p 25; “The State of 
Food and Agriculture 1980,” FAO, Rome, 1981, p 16. 


6. A program prepared at the Ministry of Agriculture and the Food Economy, 
July 1982. 
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ROMANIA 


RESULTS ACHIEVED IN LOCAL SELF-SUPPLY PROGRAM ASSESSED 
Bucharest COMERTUL MODERN in Romanian No 2, Mar-Apr 83 pp 10-14 
[Article by Dr Gheorghe Alfiri] 


[Text] Firmly and steadfastly implementing the scientific policy for socialist 
industrialization of Romania, with its multiple economic and social advantages, 
has brought to nearly ail counties a considerable growth in the population of 
cities and worker centers and,as a result, a rise in the consumer need for agri- 
cultural food products to a greater and greater extent, a process which is to 
continue in the future, also. 


Important social-economic changes also have been produced in the rural environ- 
ment, which no longer can be identified with the agricultural population and 
where a denaturalization of consumption has been found, even under conditions 
where the labor force is less; the demand for sugar, oil, macaroni products, 
canned meats and vegetables and so forth has risen. Also, the demand for bread 
flour and cornmeal has shown a differentiation by counties and locations, in 
proportion to their specific agroindustrial nature and the size of their own re- 
sources in kind obtained by the producers from the agricultural production coop- 
eratives and individual plots. 


Under these complex conditions, special responsibilities belong to agriculture 
and the food industry and, equally, to domestic trade called on to make their 
active contribution to satisfying these higher consumer demands under conditions 
of the firm application of the principles of self-leadership and self-supply 

at the level of each county, each city and municipality, each commune--the basic 
goal of the new economic-financial mechanism. 


In connection with fulfilling these tasks, Comrade Nicolae Ceausescu, party sec- 
retary general, stressed in his report presented to the national party conference 
of 16-18 December 1982: "We will have to fully provide the state fund and supply 
fund with agricultural products. Self-leadership and self-supply require a great- 
er responsibility for the state fund, upon which depends satisfying the country's 
general needs." Referring to the means for establishing the consumer fund and 

the correlation between it and the state fund, the party's secretary general 

gave particularly topical explanations in his speech to the session of the Su- 
preme Council for Economic and Social Development of Romania on 7 December 1982, 
stressing: "At least proportionally we must insure the turnover to the state 
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fund and, accordingly, consumption also must be insured in proportion to 
carrying out production." 


[These indications given by Comrade Nicolae Ceausescu, party secretary general 
and president of the Socialist Republic of Romania, have special practical value 
tor supplying the population well. 


Accordingly, it is necessary for the organs in agriculture and the food industry 
to adapt their territorial production to the needs of the agricultural food goods 
fund meant for supplying the population year after year, in the volume and struc- 
ture determined scientifically by the domestic trade organs. In this context 

it is necessary to strengthen the role of domestic trade--state and cooperative-- 
as a planned connecting chain between production and consumption, one which must 
also act equally upon agriculture and upon the food industry, as a factor which 
balances consumption in order to have them produce quantitatively and qualitative- 
ly at the level of demands for a scientific, balanced food supply, providing the 
varieties needed for all categories of the population. 


Also, under conditions of application of the principles of self-leadership, self- 
administration and self-supply, we feel it timely to have an organizational sep- 
aration of agriculture from the food industry, with the Ministry of Agriculture 
being concerned exclusively with the problems of development of agricultural pro- 
duction, vegetable and animal, while the contracting and acquisitions of agricul- 
tural products mainly should be made in proportion to the needs for supplying 

the population, the need of the food industry for raw materials and other needs 

of the national economy. 


In order to attract some supplementary resources of agricultural products--vege- 
table and animal--into economic circulation to a greater extent, we feel that 

in the current stage the activity of the acquisitions and contracting with the 
population's plots for the state fund should be concentrated exclusively at the 
local organs under the county unions of production cooperatives, and for the 
acquisitions and sale of goods, with the problem of giving incentives in the 
form of fodder and corn for animal raisers to be solved accordingly. 


As a result of theactions and measures taken by the higher party and state lea- 
dership and by Comrade Nicolae Ceausescu, party secretary general, personally, 
one may say that under conditions of generalizing self-leadership and territor- 
ial self-supply in the first two years of the five-year plan generally good re- 
sults were obtained in the development ofmaterial production, with important 
progress being recorded in raising all the people's standard of living by increa- 
Sing the incomes obtained from the salary for work and social funds and by in- 
creasing the sales and goods and extending of services to the population. 


The experience accumulated by the executive committees of the people's councils 
in the area of supplying the population with agricultural food products shows 
that many counties have succeeded in covering their own consumption need for 
most basic products--grain for flour and bread, corn for cornmeal, sugar, oil, 
fish, potatoes, fruits and vegetables--by self-supply, less and less calling on 
the “importing” from other counties. In the 1 January-31 August 1982 period 
entries of agricultural food products into the state fund considerably exceeded 
the quantities for deliveries for forming the county consumption funds for the 
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country as a whole for a number of products such as fruit--2./7 times, potatoes-- 
2.5 times. In 1982, as was emphasized at the work of the RCP CC plenum of 7-8 
October 1982, we had a good harvest, obtaining around 1,000 kg of grain per cap- 
ita. A good harvest was obtained in 1982 for corn, also. 


An important contribution to these positive results, which also may extend to 
other agricultural food products, was made and continues to be made by the use 
and generalization of certain efficient methods and means in the counties, such 
as improving the crop planning in proportion to the pedoclimatic needs and condi- 
tions, broadening the range of agricultural crops, cultivating the entire tand 
fund, including in the irrigated system, as well as unused intravil!a lands, 
developing fish breeding by superior utilization of the waters (stoz:cge basins, 
rivers, lakes, ponds, pools, including the Danube Delta) and using them on an 
intensive basis, increasing the fruit-growing areas by planting orchards in in- 
tensive crops and revitalizing the existing ones, sensibly using the plots of 
land and earth owned as personal plots and so forth, in this way providing for 
better utilization of local resources and, as a result, increasing the necessary 
stock of goods both for the consumption of each locality as well as for delivery of 
large quantities to the centralized state fund. 


However, there are still “headache spots” in carrying out the self-supply pro- 
grams in some counties, particularly for the animal products (meats and meat 
preparations, milk and milk products, eggs, canned meat and so forth), for 
which, although the overall results are good, a number of counties did not suc- 
ceed in producing the planned quantitites and, of course, with consequences for 
delivery to the socialist trade and state fund. For example, some counties 
fulfilled the plan for entries into the state fund in the 1 January-31 August 
1982 period in a rather small proportion as follows: Satu Mare--59.8 percent, 
Bistrita--65.4 percent, Botosani--63.4 percent, Mehedinti--63.9 percent and so 
forth. A similar situation during the same period also was recorded for cow's 
milk: Mehedinti--25.9 percent, Bihor--36.3 percent, Satu Mare--38.5 percent, 
Bacau--38.6 percent, Arges--32.4 percent and so forth. 


As a result of the measures established, the people's council executive commit- 
tees already have moved to working out special programs for creating the neces- 
sary material resources with a view to increasing production and providing for 
local consumption, with special attention being given to eliminating their own 
shortcomings and utilizing each unit's production potential at its full capacity, 
taking the conditions, real possibilities and traditions of each location into 


account. 


In this regard, the main attention of the people's council executive committees, 
of the county general agricultural directorates as well as of the central organs 
is and must continue to be concentrated in the direction of eliminating the cur- 
rent difficulties and shortcomings with consequences for supplying the population 
with agricultural food products, within the framework of firm application of the 
principles of self-leadership and territorial self-supply seeking to fulfill 
highly important goals for the national economy, among which we note the organi- 
zational and economic-financial strengthening of each production unit (agricul- 
tural production cooperative, socialist agricultural enterprise and so forth) 

in agreement with the requirements of the new economic-financial mechanism; 

the increase in numbers of cattle, hogs, sheep, poultry and so forth in the 
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socialist agricultural units and the qualitied care of the animals so that they 
give the production planned; revitalization of Romania's tradition to raise 

milk cows and sheep on the population's plots and providing of the proper fodder 
for them; establishment of their own microfarms at the people's councils and 
attached farms in the public food service units and collective consumption units 
(cafeterias, schools, hospitals and so fortn) which would by 1985 provide at 
least 53O percent of the consumer need for meat, milk, vegetables and al! of it 
by 1990 as well as the organization of hog-raising farms in the grist and bakery 
enterprises; providing of land for the county residents to grow vegetable, su- 
gar beet and sunflower crops for the purpose of contracting these products with 
the state, in exchange obtaining industrialized food products (sugar, edible 
oil, canned vegetables and so forth) in conformity with the standards and condi- 
tions provided by law; rise in the contribution of agricultural reservoirs out- 
side the cities to supplying the population in each municipality with meat, milk, 
eggs, potatoes, vegetables and so forth, depending on the weather conditions and 
specific nature of agricultural development in the particular zone; increasing 
the arable area for fodder and pastures, as well as raising the production po- 
tential of the natural hayfields by fertilizing them and utilizing the tradition- 
al communal pasture lands which have been cleared and taking measures to resow 
them; obtaning some large quantities of secondary fodders (stalks, corn cobs, 
stems from beans and soybeans and so forth); organizing better the work of con- 
cluding delivery contracts for the products to the state fund; maintaining the 
field crops and harvesting them on time. And the list of these measures could 
continue, since each county, locality and commune has its own specific nature, 
both in production and consumption as well as in the pedoclimatic conditions, 
with the main attention being concentrated on utilizing local resources and the 
labor force under superior conditions of efficiency. 


Of course, we must be realistic, some of the goals listed will not be able to 
be fulfilled completely in a single year, but one may say with certainty that 
including them and, in particular, implementing them within the local programs 
of self-leadership and territorial self-supply and careful follow-up on each 
measure taken and on increasing local production for each product in proportion 
to the needs will permit creation of the material conditions for fulfilling and 
even overfulfilling the production plans and, on this basis, for providing the 
population's consumption at the level of the norms forecast in the program for 
scientific nourishment of the population and at the level of the deliveries to 
the centralized state fund, taking into account the needs of the national 


economy. 


with a view to carrying out the basic orientations of the program on self-leader- 
ship and territorial self-supply for providing the population with animal and 
vegetable products in the 1982-1985 period, the Ministry of Agriculture and the 
Food Industry, the Ministry of Domestic Trade, the Committee for Problems of 

the People's Councils and the Central Union of Production Cooperatives, Acquisi- 
tions and Sale of Goods have established methodological indications for determin- 
ing the deliveries of agricultural food products for the county consumer fund 

for meat, milk and derivative products in proportion to fulfillment of the plan 
of entries to the state fund. 


We see from the analysis made by the organs of the Ministry of Agriculture and 
the Ministry of Domestic Trade on the way in which provisions of the program for 
self-leadership and territorial self-supply of the population are being fulfilled 
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that overall establishment of the county consumer fund depending on carrying 
out deliveries to the state fund generally stimulates the concern of the peo- 
ple's council executive committees with increasing vegetable and animal produc- 
tion in accordance with the provisions of Decree 410/1981. 


An analysis of 1982 deliveries to the state fund and market fund by county shows 
the positive aspect that, from a quantitative viewpoint, the deliveries to the 
county consumer fund in no county exceed the entries of products to the state 
fund; this means that the level of production within the counties, established 
in accordance with the requirements of self-leadership and ‘erritorial self- 
supply,insures within certain limits both local consumption as well as entries 
to the centralized state fund, in proportion to the specific nature and possi- 
bilities of the counties. 


Certain disproportions have been found between the level of percentage fulfill- 
ment of the plans for deliveries to the state fund, centralized fund and consum- 
er tund, particularly on the territorial basis, due both to the factors ana- 
lyzed as well as equally to the current--I could say deficit--manner of substan- 
tiating the production plans and placing delivery tasks to the state fund on the 
counties as well as the methods used currently to determine deliveries to the 
county consumer fund, particularly for animal products. So, in the 8 months of 
1982, the plan for deliveries to the state fund given to the 40 counties was 
fulfilled for meat by just one county (Covasna); the plan for entries to the 
state fund for milk was not fulfilled by any county. Similar situations also 
exist for other agricultural food products. 


we also see that, although the quantitative entries of products to the state 

fund in many counties substantially exceed the size of the consumer fund by 2-5 
and even more than 10 times, the deliveries for supplying the population for the 
same counties have particularly pronounced lags, particularly for some counties 
like Arad, Bacau, Bihor, Brasov, Iasi, Ialomita, Timis and others, a situation 
which cannot be explained by the level of production or resources in the particu- 
lar county but due in large part to the current calculation methods for determin- 
ing the so-called “consumer right," artificially being limited to directing de- 
liveries to the market fund. We should mention that there are counties with ma- 
sive entries to the state fund for meat, for example (Arad, Bihor, Timis, lalo- 
mita) as well as for other agricultural food products; however, the percentage 

of deliveries for supplying the population in the total entries to the state 

fund are recording minimum values included generally between 20-25 percent and 
even below 10 percent, with the difference being the products delivered to the 
centralized fund for supplying the food industry with raw materials and covering 
other needs of the national economy. Under the current conditions of substan- 
tiating the production plans by county, frequent failure to achieve the state 
fund, in the same ratios, under conditions of applying the current methods for 
reducing consuwer deliveries with quantities not achieved for the state fund 
directly affect the fulfillment for the county consumer fund, with negative con- 
sequences for the steady, balanced supply of the population with agricultural food 
products. For this reason there are frequent situations where the consumer right, 
established on the basis of methods in effect, for a large number of counties is 
reduced artificially, going below 50 percent of the plan for deliveries to the 
consumer fund and even lower. Thus, in September, through the graphs set up 

with a view to supplying milk for consumption, 22 counties could not receive 
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any quantity at all, included among which were Arges, Bihor, Bistrita, Botosani, 
Braila, Buzau and so forth, a situation which led to creation of gaps in the 
sale of this product. 


As a result, the sales plan and supply graphs drawn up by the commercial organs 
under these conditions became inoperative, in many cases becoming bureaucratic 
tools, 


Faced with this situation, there is an urgent need to define the sources for 
supplying the food industry with raw materials as well as those for domestic 

trade for supplying the population, for this purpose using contractual levers 
with a view to influencing production in accordance with the population's 

consumer needs and the needs for supplying the food industry with raw materials 
and covering other requirements of the national economy under conditions of the 
tirm application of the principles of self-leadership and territorial self-supply. 


In light of the indications given by Comrade Nicolae Ceausescu, party secretary 
general, at the session of the Supreme Courcil for Development on 7 December 1982, 
we feel it necessary to review the current methods for determining the deliver- 
ies of agricultural food products for formitg the county consumer fund with re- 
gard to improving it, taking into consideration both fulfillment of the plan for 
deliveries to the state fund as well as the particular county's contribution to 
increasing the resources of goods placed at the disposal of the national economy. 
we have in mind establishing the deliveries for the county consumer fund in pro- 
portion to the percentage of excess or failure to fulfill the plan for entries 
into the state fund in the spirit of Law 13/1980, under conditions where the cen- 
tralized state fund is preponderent in the total resources of the particular coun- 
ty in order to avoid any eventual gaps in supplying the population with the basic 
agricultural food products. The quantities determined in this way would have 

to be corrected, also taking into account the percentage which the county holds 

in total entries into the state fund, which would be made in particular in the 
counties with excess production, within the limit of completely covering the 
consumer levels forecast in the program for scientific nourishment for the pop- 


ulation, 


Linking the consumer "rights" of each county with these two elements for calcu- 
lating deliveries for the local consumer fund, in our opinion, would bring great- 
er stimulation for the people's council executive committees to increase agricul- 
tural production, vegetable and animal, within the particular counties and, on 
this basis, would bring a potential rise in deliveries of agricultural food pro- 
ducts for supplying the population, to an even greater extent strengthening the 
application of the principles of self-leadership and self-supply. 


At the same time, the changes which may occur in carrying out the planned de- 
liveries for forming the county consumer fund would have to be regulated only 

on the basis of an economic contract concluded by the commercial enterprises with 
the suppliers who have tasks for delivery to the market fund, with trade having 
the duty--as a link between production and consumption--of exercising exacting 
control over the quality of the production contracted as well as over the volume 
and structure of the deliveries for supplying the population. 
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4 current problem which must be solved appropriately in the coming stage is the 
improvement in substantiating the consumer fund, with its being established 
territorially only by the Ministry of Domestic Trade and the county commercial 
directorates on the basis of the consumptions forecast in the program for scien- 
tific nourishment for the population and kept in mind by the Ministry of A4ri- 
culture and the Food Industry in establishing the plan for deliveries to the 
State fund and distributing them territorially. 


Application of the principles of self-leadership and territorial selt-supply 
involves having the commercial organs take measures in their relations with 

the producers--agriculture and the food industry--which would lead to strength- 
ening the role and authority of the state plan as a basic tool in orienting 

the population's consumption and in determining the deliveries of goods for the 
market fund in accordance with the tasks forecast in the single national plan 

for development of the national economy. For this purpose, the retail sales plan 
approved for each county as well as provision of the reserves needed for the con- 
tinuity of sales of goods to the population should be kept in mind in establish- 
ing the county consumer fund for the basic products in all cases. The county 
consumer fund for agricultural food products--a component part of the programs 
tor self-leadership and territorial self-supply--is to also include exchanges of 
agricultural food products from other counties with favorable production con- 
ditions.The particular exchanges would be made directly between the counties and 
the commercial enterprises on the basis of an economic contract with the suppli- 
ers from the particular counties. In this way the development of intercounty ex- 
changes of goods and of forms of cooperation and direct economic mutual aid be- 
tween counties and locations would be stimulated, giving the people's council 
executive committees the opportunity to use the resources and specific production 
opportunities to the maximum under superior conditions of efficiency, taking in- 
to account the specific nature and particular features of each zone as well as 

to correct any eventual mistakes made in the planning of crops and in establish- 
ing programs for the development of agricultural production, vegetable and 
animal, with effects on supplies to the population. 


The main suppliers for the market fund would be established nominally by the 
state plan, providing a definition of the deliveries for supplying the popula- 
tion compared with other deliveries intended for the food industry and exports. 
A separate establishment of factories for deliveries to themarket fund would 
make it possible for domestic trade to exercise a more active influence on in- 
dustry in order to increase production and diversify varieties in proportion 

to the concrete needs for supplying the population. Under these conditions, the 
production programs established by the organs for agriculture and the food indus- 
try for the market fund should be advised upon by the central and local organs 
of domestic trade, thus strengthening the responsibility belonging both to the 
producers as well as to trade to occupy the market and to have a steady and 
balanced supply of agricultural food products for the population. 


As a result, the county consumer fund set up in this way--contracted and self- 
administered by local commercial organs--and substantiated in full accordance with 
nutritional requirements, scientifically determined, is conceived of to become a 
lever of powerful influence on the quantitative and qualitative development of ag- 
ricultural and food industry production with a view to providing a good supply 

of agricultural food products for the population, a basic goal for implementing 
the programs for self-leadership and territorial self-supply of the population. 
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MEASURES PROPOSED TO STIMULATE EXPORT ACTIVITY 


Bucharest SCINTEIA in Romanian 16 Apr 83 p 3 


{Interview with Marin Magheru, director in the Ministry of Foreign Trade and 
International Economic Cooperation, by Corneliu Carlan: “Important Incentives 
for Achieving and Exceeding the Export Plan;" date and place not specified] 


[Text] Measures for Increasing the Workers’ Incentives to Increase Production 

for Export 

- Ensuring profitability amd greater profits for production for export in relation 
to its percentage within overall production. As a result, there is an increase in 


the profit-sharing fund for achieving production, for the profits and for dividing 
the profits among those personnel who work at making products for export. 


- Bonuses from the additional profits that are made from achieving the export plan 
aS a result of a smaller quota turned over to society. 


- Increasing the workers’ profit-sharing fund for achieving production, for profits 
and for dividing the profits with a portion of the profits that are obtained above 
planned levels as a result of exceeding the export plan. 


~ Hard currency funds for exceeding the export plan that are to be used for the 
purpose of organizing collective travels abroad. 


- Bonuses for quality. 


- The achievement of the export plan, in addition to other indicators, to be used 
as a criterion for: 


-- calculating and paying the salaries for the workers; 


-- establishing salary entitlements for personnel covered by the overall salary 
agreement ; 


-- awarding quarterly bonuses for personnel in management, technical, economic and 
administrative personnel and specialized personnel. 
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eithin the tramework of the cycle of articles designed to discuss the provisions 
contained in the draft for applying the decisions of the RCP National Conterence 
in the field of paying salaries and distributing incomes (0 the workers, we 

are today publishing an interview with comrade Marin Magheru, a director in 

the Ministry of Foreign Trade and International Economic Cooperation, on the 
basis of questions put forth by our readers in connection wits the measures 
dealing with the stimulation of production for export. 


,\Question] What are the basic ideas that were used in substantiating the pro- 
visions referring to stimulating the achievement and overfulfillment of pro- 
duction tor export? 


[Answer] The most substantial increase possible in production for export and 

the achievement of a foreign trade activity that is most efficient constitute 
the major objectives of the party's economic policy, as stressed at the National 
Conference and closely linked to carrying out our country's economic development 
program. A fundamental idea, one at the bottom of the provisions in this area 
contained in the draft program, is that the production enterprises have the task 
of taking all the measures needed so as to fully and promptly achieve the export 
plan, making products that are competitive on the foreign market, of a high 
level of quality and that use material and energy resources in 4 superior and 
efficient manner. For that reason, the measures that have been proposed to 
stimulate export production are, first of all, aimed at increasing the workers’ 
responsibility for increasing, diversifying and adapting production to the 
requirements of the foreign market and for permanently improving the quality 

of production and the structural variety of production so as to increase the 
contribution of each workers collective to obtaining the hard currency resources 
needed by the national economy. 


[Question] Specifically, what are the incentives that can be given to the 
workers collectives in order to fulfill export tasks under the best possible 
conditions? 


[Answer] As is known, one of the principal means of stimulating the workers is 
the profit-sharing fund for achieving production, for profits and for dividing 
profits. According to the draft program, the profits of the economic units that 
make and deliver goods for export, as well as the workers’ incomes for those 
workers who directly participate in the achievement of this production, will be 
increased by establishing a greater level of profitability and greater profits 
in export production, decreasing correspondingly the level of profitability and 
profits for production slated for domestic consumption. This differentiation 
will be achieved according to the percentage of exports in the total amount 

of production. On this basis, the profit-sharing fund for the achievement of 
production, for profits and for dividing profits for the personnel who actually 
contribute to the achievement of production for export will be proportionately 
larger than that for the personnel who carry out production for domestic con- 


sumption. 
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In addition to the incentives that can be obtained from the profit-sharing 
tund for the achievement of the export production within the framework of 
the plan, the workers will also benefit from other forms of additional income. 
Thus, according to the law, workers currently benefit from bonuses for the 
achievements that are obtained from exports. Further, it is foreseen that 
»onuses will continue to be given from the additional profits that are made 

y the units that produce goods for export as a result, for some products 
slated for export, of applying certain smaller quotas for turning over a 
portion of the value of net production to society. And, in order to increase 
the incentive nature of this system of bonuses, the bonus fund will consist 
of 15 percent of the additional profits from those exports that are achieved 
within the levels of the plan and 25 percent in the case of exports that are 
made above pianned levels, compared to the 10 percent and 20 percent levels, 
respectively, that now exist. This bonus fund will be distributed to those 
who directly took part in the achievement of export production, which, thus, 
constitutes a powerful incentive for increasing quality and the competitive- 
ness of products and for achieving and increasing on a priority basis 
the production for export. Especially related to this, as is known, one of the 
sources for creating the workers’ pro: it-sharing fund for the achievement of 
production, tor profits and for dividing profits is the profits made above 
planned level at the production unit for exceeding planned exports. In a 
practical sense, according to the legal provisions in effect, this fund will 
be increased, as in the present, by a quota of up to 10 percent of the 
above-plan profit in proporcion with the amount in excess of the export plan, 
within the limits of 1.5 percent of the value of the exports achieved over 
the planned levels. As in the case to date, the producer units that exceed 
the planned exports also benefit from hard currency funds, within the limits 
of two percent of the hard currency made above planned levels, for the purpose 
of organizing collective trips abroad. 


\lthough it does not directly refer to export production, but deals with 

overall production that is achieved, it is also worth discussing another 

measure contained in the draft program referring to stimulating the workers 

in obtaining certain raw materials, materials and high quality products by 

way of granting bonuses for quality. Certainly, raising the quality of produc- 
tion also creates the premises for increasing the competitiveness and efficiency 
of products slated for export. And, in the end, we must also note the fact that 
the achievement of the export plan, in addition to the other indicators, 
represents an essential criterion for calculating and paving the workers’ saiary 
fund and for establishing for sums due the workers covered by the overall salary 
agreement, as well as for awarding bonuses quarterly to management, technical, 
economic and administrative personnel and specialized personnel. 


[Question] What are the responsibilities of the enterprises and their managements 
‘or providing all the conditions necessary for carrying out and overfulfilling 


the export plan? 


[Answer] In order to produce on-time and under appropriate quality conditions 
those goods destined for export, the units must take all the necessary measures 
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tor the superior organization of this production, with it being necessary 

to assign the most qualified personnel for this activity, to strengthen order 
and discipline in production and to ensure an exigent quality control on 

those products made for export. At the same time, we stress the fact that, 

in accordance with some of the provisions in the draft program, those products 
that are refused for export or that require repairs will not be taken into 
consideration in calculating the amount of production achieved for determining 
and paying salaries to the personnel in this unit. 


[Question] To a good degree, the achievement of the largest possible amount 
of exports under conditions of superior efficiency also depends upon the 
activities of the foreign trade enterprises. What measures are called for 
in paying the workers in these units? 


[Answer] In the group of measures for continuing to improve the economic- 
financial and hard currency mechanism in foreign trade activities, an important 
role is played by improving the means of paying workers in the foreign trade 
enterprises by using the firm application of the socialist principle of 

salary payment in accordance with the work done and the results obtained. 
According to the provisions of the draft program, workers inthe foreign trade 
enterprises and those in the authorized departments that, in accordance with 
the law, can carry out foreign trade operations will be paid on the basis of 
quotas, in lei, as applied per 1,000 rubles or $1,000 for exports, imports 

and hard currencyearned and for other operations contained in the volume of 
activities of each foreign trade enterprise or department. These quotas, as 
specitic ferms of payment, are to be established annually or quarterly de- 
pending upon the volume of activities of the enterprise or foreign trade 
department, separately for exports and for imports. Similarly, for the purpose 
of stimulating the achievement of the export plan, larger quotas will be 
established than for quotas for imports. 


[Question] In addition to the exports listed in the plan, the foreign trade 
enterprises also carry out a series of other trade operations having a hard 
currency contribution. How will these units be stimulated to achieve certain 
such operations under more efficient conditions? 


[Answer] Experience has shown that efficiency in this type of operation depends 
directly upon the competency and spirit of initiative of the personnel in tie 
foreign trade enterprises. For that reason, in order to have an increased volume 
of such trade operations, the draft program calls for the establishment of 
stimulative quotas per $1,000 of hard currency contribution that is achieved. 
Correspondingly, the salary fund that is made from applying the quotas for 

the hard currency contribution that is achieved supplements other salary 

rights in the case of the failure to achieve the foreign trade plan. If the 
overs!1 foreign trade plan, including exports made using convertible currencies, 
since the beginning of the year is fulfilled, the funds due for the hard currency 


contribution are paid out in their entirety. 
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Without a doubt, the new measures regarding the improvement of workers 
salaries will stimulate individual and collective initiative and will lead 
to an increase in the workers’ responsibility both in the production units 
and in the foreign trade enterprises for the achievement and overfulfillment 


of the export plan. 
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ROMANIA 


LA@d ON 1983 DEVELOPMENT PLAN FOR AGRICULTURE, FOOD INDUSTRY 
Bucharest BULETINUL OFICIAL in Romanian Part I No 113, 18 Dec 82 pp 9-13 


[law No 8 of 9 December 1982 for the_Adoption of the 1983 Plan for Development 
of Agriculture and the Food Indust 


[Text] Statement of Purposes 


The Council of Ministers has submitted for adoption, to the Grand National As- 
sembly, the 1983 Plan for Development of Agriculture and the Food Industry, 
drawn up on the basis of the orientations and decisions of the 12th Congress of 
the Romanian Communist Party. The plan targets are in keeping with the provi- 
sions of the directives of the congress, for the 1981-1985 5-year period, for 
raising the entire activity in agriculture to a high qualitative level, for 
more and more firmly promoting the contemporary scientific and technical gains 
in all sectors of activity of agriculture. 


The provisions of the 1983 plan are based on the basic orientations established 
by Comrade Nicolae Ceausescu, secretary general of the Romanian Communist Party 
and chairman of the Socialist Republic of Romania, with respect to the mobili- 
zation of all resources in order to carry out the new agrarian revolution in 
regard to production, labor productivity, technical level, economic efficiency, 
and the continual growth of the people's standard of living. 


The draft 1983 plan has been analyzed in the session of the Political Executive 
Committee, discussed and approved by the plenum of the Central Committee of the 
Romanian Communist Party and discussed and assimilated by the Supreme Council 
for Economic and Social Development, the Legislative Chamber of the People's 
Councils, the plenum of the National Council of the Socialist Democracy and 
Unity Front, and the Executive Bureau of the National Council for Agriculture, 
the Food Industry, Silviculture and Water Management. 


The provisions of the 1983 plan provide for the further development of the 
technical-material base through the granting of the funds needed for the inm- 
provement of the system of machines, the growth of the areas set up for irriga- 
tion and the performance of considerable work of drainage and of control of 
soil erosion, and the supplying of greater quantities of pesticides and chemi- 
cal fertilizers. 
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There is stipulated the growth of the vegetable and animal production under the 
conditions of more efficiently using the land resources and the technical-mzate- 
rial base, in correlation with the provisions of the programs for developing 
the production of cereals and technical plants, vegetable farming, fruit farn- 
ing and animal husbandry. 


At the same time, there are established the obligations that devolve upon the 
state sector, the cooperative sector and the population's farms with respect to 
providing the central supply of agricultural products and applying the princi- 
ple of self-management and territorial self-supply of the population, with a 
view to steadily increasing agriculture's contribution to the economic and so- 
cial development of our socialist homeland. 


In conformity with the program established by the party for continually raising 
the people's standard of living, the production of the food industry is to in- 
crease through the modernization of the present production capacities, through 
the sensible use of the existing spaces, and through the construction of small 
production units placed, as a rule, under the combined agroindustrial councils, 
which would provide for the expansion of the assortment range of processed 
products, the raising of the quality of food goods, thus meeting the require- 
ments for a rational diet for all categories of consumers, the rational use of 
the work force, and the reduction of transportation costs. 


The 1983 Plan for Development of Agriculture and the Food Industry takes into 
account the steps that must be taken in order to comply with the provisions of 
the new economic and financial mechanism, so that within its income and expense 
budget each unit may provide for the coverage of the expenses from its own re- 
sources and the achievement of as high profits as possible. 


In the law there are specified, besides the main indicators of the development 
of agriculture and the food industry, the responsibilities that devolve upon 
the Council of Ministers, the Ministry of Agriculture and the Food Industry, 
the executive committees of the county people's councils and that of the munic- 
ipality of Bucharest, the county general directorates for agriculture and the 
food industry, the combined agroindustrial councils and the socialist units 
with respect to completely and properly fulfilling the provisions of the 1983 


plan. 


Socialist Republic of Romania 


On the basis of Article 57 of the Constitution of the Socialist Republic of Ro- 
mania, we sign and order to be published in BULETINUL OFICIAL AL REPUBLICII 
SOCIALISTE ROMANIA Law No & of 9 December 1982 for the Ad»ption of the 1983 
Plan for Development of Agriculture and the Food Industry, 


Nicolae Ceausescu, 


Chairman 
of the Socialist Republic of Romania 


Bucharest, 18 December 1982. 
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Law 
for the Adoption of the 1983 Plan for Development of Agriculture and the Food 
Industry 


The Grand National Assembly of the Socialist Republic of Romania adopts the 
present law. 


Article 1. The 1983 Plan for Development of Agriculture and the Food Industry 
is adopted. 


The main indicators of the development of agriculture and the food industry 











are: 
(in percent, calculated on the basis of the prices on 31 December 1982) 
Num- Growth in compari- 
ber Indicator gon with 1982 
1. Agricultural gross output 5.21-5.6 
2. Agricultural net output 6.1 
3. Industrial commodity output 7.3 
4. Labor productivity in state agriculture (calculated on 6.5 
8 


the basis of the value of the net output) 
5. Total investments from the funds of the state and of 5 

the cooperative organizations 
6. Deliveries of goods for the market supply 2.6 
7. Services for the population 724 
8, The reduction of the expenses per 1,000 lei of 

commodity output (lei) 


in state agriculture, 5.0 
including: 

in state agricultural enterprises 5.2 

in industry (total), 28.2 
including: 

material expenditures 27.1 

9. The peasantry's real incomes, resulting from work done 304 


in the agricultural production cooperatives and the 
personal farms (per active person) 


Article 2. In 1983, the arable area under cultivation will be at least 
9,915,000 hectares. 


Article 3. At the end of 1983, the animal populations will reach the following 
levels: 


Animals Unit of Measure _1985_ 
Cattle, thousands of head 8,411 
including: 
cows and buffalo cows thousands of head 2,845 
pregnant heifers thousands of head 650 


[fable continued on following 
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Anjigals Unit of Measure 1983 
Hogs, thousands of head 14,650 
including: 
sows thousands of head 1,240 
Sheep and goats thousands of head 19,700 
Laying poultry thousands of head 60,840 


Article 4. In 1983--under normal climatic conditions--the following production 
levels will be obtained for the main agricultural products: 


(physically, at the approved quality indices) 


icultur uct Unit of Measure 1983 

Cereals for grain (total), thousands of tons 25,320 
including: 

wheat and rye thousands of tons 8,230 

corn thousands of tons 13,767 

barley and two-rowed barley thousands of tons 3,076 
Soybeans thousands of tons 669 
Beans thousands of tons 278 
Sunflowers and rape thousands of tons 1,186 
Flax for oil thousands of tons 110 
Sugar beets thousands of tons 9,570 
Flax and hemp for fiber thousands of tons 697 
Winter potatoes thousands of tons 5,900 
Field vegetables thousands of tons 6,800 
Fruit thousands of tons 2,560 
Grapes thousands of tons 2,125 
Meat on the hoof thousands of tons 2,836 
Cow's milk thousands of hectoliters 55,400 
Wool tons 47,155 
Eggs millions 7,741 


The levels stipulated for agricultural production are minimums, with the Minis- 
try of Agriculture and the Food Industry and the county bodies having to act to 


exceed them. 


Article 5. On the basis of the stipulated outputs, the deliveries to the state 
supply for the main agricultural products will be the following: 


Agricultural Products —__Unit of Measure _ 1983 
Wheat and rye thousands of tons 5,800 
Corn thousands of tons 4,300 
Barley and two-rowed barley thousands of tons 585 
Soybeans thousandsoof tons 628 
Beans thousands of tons 100 
Sunflowers and rape thousands of tons 1,176 
Flax for oil thousands of tons 94 


[fable continued on following page/ 
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Agricultural Products Unit of Measure 185 





Sugar beets thousands of tons 9,225 
Flax and hemp for fiber thousands of tons 647 
Winter potatoes thousands of tons 2,250 
Field vegetables thousands of tons 4,500 
Fruit thousands of tons 1,650 
Grapes thousands of tons 1,450 
Meat on the hoof thousands of tons 1,995 
Cow's milk thousands of hectoliters 27,000 
Wool tons 41,775 
Eggs millions 3,055 


Article 6. In 1983, the production of the main industrial products will attain 
the following levels: 


ust t Unit of Measure 1983 
Cut meat (total), thousands of tons 2,161.6 
including: 
cut meat, from the state thousands of tons 1,450.8 
supply, in slaughterhouses 
Canned meat thousands of tons 87 
Fish (total) thousands of tons 337 
Table milk thousands of hectoliters 10,400 
Butter thousands of tons 49 
Cheese thousands of tons - 104 
Edible oil thousands of tons 546 
Sugar thousands of tons 860 
Canned vegetables and fruits thousands of tons 576.9 
Raw wine thousands of hectoliters 7,600 
Beer thousands of hectoliters 12,400 


Article 7. With a view to attaining the objectives stipulated in the plan and 
in the special programs in the field of agriculture and the food industry and 
firmly applying the principle of self-management and territorial self-supply, 
the Council of Ministers will take steps so that the Ministry of Agriculture 
and the Food Industry, the National Union of Agricultural Production Coopera- 
tives, the Academy of Agricultural and Silvicultural Sciences, the county agri- 
cultural bodies and that of the municipality of Bucharest, and the state and 
cooperative combined agroindustrial councils provide for: 


a) The complete and intensive use of the production potential of the land re- 
sources through the complete utilization of the agricultural areas, the growth 
of the arable area by 25,000 hectares, and the strict limitation of the removal 
of land from the agricultural circuit; the cultivation of the entire agricul- 
tural area and the utilization of the areas set up for irrigation at the stipu- 
lated outputs; the organisation of fields of optimum dimensions within the crop 
rotations; the strengthening of discipline and the growth of responsibility in 
the management of the land resources, for eliminating any forms of waste, deg- 
radation or inefficient use of land; 
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b) The continual raising of the production potential of all land resources, re- 
gardiless of holders and the mode of use, through the performance of work of 
protection, agelioration, conservation and good management of them; the matter 
of fulfilling completely and at a high qualitative level the provisions of the 
special program for irrigation and land isprovement; 


c) The organization of centers for combating soil erosion in each county, which 
would generalize efficient agrotechnical solutions for ameliorating and in- 
creasing the fertility of land subject to degradation; 


d) The providing of seeds and planting stock from superior biological catego- 
ries, adapted to the soil and climatic conditions in each zone, and of the op- 
timum plant density, the performance of the agricultural work on time, in 
strict compliance with the technologies specific to each crop, the aim being to 
rationally use all means on hand; 


e) The sensible management and differentiated administration of natural and 
chemical fertilizer on the basis of the agrochemical analyses of the soil and 
in accordance with the nature of the crops, the aim being to use it with mari- 
mum efficiency; the achievement of pest and weed control through the applica- 
tion of crop rotations and other agrophytotechnical measures; 


f) The generalization of the mechanization of agricultural work, the doing of 
it in the optimum periods, in order to increase agricultural production, avoid 
losses and reduce the consumption of liquid fuel, other fuel and energy; 


z) The raising of vegetable and potato production in a structure corresponding 
to the consumption needs in each county for industrialization and exportation, 
providing for the consumption of vegetables in fresh condition for as long a 


period as possible during the year; 


h) The performance of the work of maintenance of viticultural and pomsicultural 
plantations, the modernization and creation of new plantations in an intensive 
and superintensive system; at the same time, in order to raise the outputs of 
fruit and grapes, the technologies corresponding to each species will be ap- 


plied; 


i) The development of zoot*chny through the raising of the animal populations 
and the growth of the average anigal outputs, through the rational feeding of 
them, the improvement of the reproduction and amelioration of the breeds, espe- 
Cially cattle and sheep, the raising of the birth rate and the lowering of the 
death rate of the animals; the modernisation of the livestock and fish con- 
plexes and farms; conditions will be provided for fulfilling the tasks estab- 
lished in the programs for development of sericulture, apiculture and fur-bear- 


ing anigal husbandry; 


3) The growth of fodder production by increasing the yields per hectare, both 
for cultivated fodder plants and on natural grasslands; the expansion of the 
ameliorative work on grasslands and the gseadows in the montane zones and the 
forest perimeter in the other sones and of the pasturable forests, the oversow- 
ing of pastures and seadows in the mountains and forests; the use of roughage 
and byproducts to a greater extent, with their nutritive value being increased; 
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k) The matter of harvesting without losses in the optimum periods and on the 
dates set for each crop, storing, preserving and conditioning all agricultural 
products, in order to reduce the losses and provide a suitable quality to then; 


1) The improvement of the organization of production and labor in all agricul- 
tural units, there being provided the strengthening of order and discipline, 
the growth of the responsibility in work on all levels, the strict observance 
of the production technologies, the performance of all agricultural work on 
time and at a high qualitative level; 


z) The complete use of agricultural raw materials and the better utilization of 
thes in the food industry, the complete utilization of the existing production 
capacities, the diversification of the production in each unit, the matter of 
providing to as great an extent as possible the products needed by local con- 


Ssubers; 


n) The raising of the efficiency of the economic activity in all state and co- 
Operative combined agroindustrial councils, in all agricultural units, under 
the conditions of firmly applying the principles of self-management and self- 
supply, through the gore efficient use of the land resources and the technical- 
material base, the reduction of material expenditures, the growth of labor pro- 
ductivity, the improvement of the qualitative indicators, the reduction of the 
consumption of raw materials, supplies, fuel and energy. 


Article 8 The Ministry of Agriculture and the Food Industry, the Department 
for the Contracting for, Purchase of and Preservation of Agricultural Products, 
the Central Union of Cooperatives for Production, Purchases and Commodity Sales 
and the people's councils will take steps regarding the complete fulfillment of 
the tasks for forming the state supply of agricultural products. 


In addition, they will take action regarding the achievement of agricultural 
production and the firm application of the principles of self-management and 
territorial self-supply, regarding the formation of the centralized state sup- 
ply of agricultural products and the county consumption fund, with a view to 
properly supplying the population throughout the year and providing a rational, 
balanced diet, both in the urban area and in the rural area. 


Article 9. For attaining the levels stipulated for agricultural production in 
1983, agriculture's technical-material base will be developed as follows: 


a) Agriculture will be equipped with 16,800 farm tractors, 7,550 high-capacity 
grain combines, fodder combines, potato diggers and other agricultural machin- 
ery and equipment; 


b) Some 75 million tons of organic fertilizer, 2.03 million tons of chemical 
fertilizer with nitrogen, phosphorus and potassium and 45,800 tons of pesti- 
cide, in active substance, will be used; 


c) Some 200,000 hectares will be set up for irrigation, so that the area set up 
for irrigation will come to 2,765,000 hectares at the end of the year; 
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d) Drainage work will be done on an area of 190,000 hectares, s0il-erosion-con- 
trol work on 110,000 hectares, agropedoameliorative work of amendment on 
270,000 hectares, of scarification on 190,000 hectares and of deep loosening on 
1,625,000 hectares; 770,000 hectares of natural grasslands and 5,700 hectares 
for pisciculture will be set up; work of sowing, oversowing and natural and 
chemical fertilization of grasslands will be done on an area of 430,000 hect- 


ares. 


Article 10. The Ministry of Agriculture and the Food Industry, the Central 
Union of Cooperatives for Production, Purchases and Commodity Sales, the county 
people's councils and that of the municipality of Bucharest, the county general 
directorates for agriculture and the food industry and the commissions of agri- 
cultural producers will support the individual farms with seeds, planting 
stock, valuable breeders, fodder and technical assistance and advice, with a 
view to obtaining as high vegetable and animal agricultural outputs as possi- 
ble, especially hogs, geese, ducks, turkeys, chickens and rabbits. 


Article 11. In 1983, the volume of the investments for agriculture and the 
food industry will be 45.3 billion lei, meant mainly for finishing the facili- 
ties begun in earlier years and for supplying machinery and equipment, with a 
view to doing the agricultural work in shorter periods. 


For the purpose of carrying out the planned investzents, steps will be taken 
regarding: 


a) The gatter of putting into operation the investment facilities of the Min- 
istry of Agriculture and the Food Industry through the regular and steady per- 
formance of the activity on the construction sites, the providing of the deliv- 
ery of the equipment in accordance with the planned working dates, the respect- 
ing of the periods for mechanical and technological tests; the matter of train- 
ing in advance the work force needed for properly operating the new capacities; 


b) The achievement of the investment work on the basis of standardized techno- 
logies and designs, the continual reduction of the consumption of metal, cement 
and other energy-intensive materials, the wide-scale use of laocal materials 
and the utilization of recoverable materials. 


Article 12. The Council of Ministers will take steps so that the Ministry of 
Agriculture and the Food Industry, thé Academy of Agricultural and Silvicultur- 
al Sciences and the scientific research institutes and units orient, with pri- 
ority, their activity of scientific research, technological development, and 
introduction of technological progress in the following directions: 


a) The devising of new technologies for the amelioration of poorly productive 

soil, the matter of exploiting with greater efficiency the land set up for ir- 
rigation, the rational utilization of fertilizer and pesticide, the proper zon- 
ing of varieties and hyorids, the accomplishment of sensible crop alternations 


and rotations; 


b) The creation of new varieties and hybrids of seeds and planting stock with 
superior characteristics, of a high production potential, resistant to low 
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tezperatures, to dryness and to other unfavorable envirommertal conditions, to 
diseases and pests; 


c) The amelioration and creation of new breeds of animals with a higher produc- 
tion potential, the devising of new technologies, the aiz being the better uti- 
ligation of fodder resources, including the utilization of new resources, the 
reduction of the specific consumption of fodder, the marked growth of the pro- 
duction on natural pastures and seadows, the establishment of gore «fficient 
methods of prophylaxis, diagnosis and treatment of diseases; 


d) The complete utilization of agricultural raw materials, the achievement of 
products and preparations with a nutritive content that would provide a ration- 
al diet, corresponding tc the scientifically substantiated standards; 


e) The utilization of new resources of agricultural raw materials and of bio- 
synthesis, the achievement of products rich in proteins, vitamins and sineral 
salts, in accordance with the differentiated requirements of the population, 
the production of canned and prepared foods that would retain as much as possi- 
ble the natural qualities of the products from which they were achieved; 


f) The raising of the outputs im the extraction of sugar from beets and of oil 
from sunflowers and soybeans and in the processing of other agricultural raw 
materials. 


Article 13. In order to raise the efficiency of the foreign trade activity, 
action will be taken: 


a) To achieve the commodity supply stipulated for exportation through the spe- 
cialization of capacities and enterprises, which would exclusively or sostly 
provide goods in the assortment structure and of the quality requested by the 
foreign customers, there being provided the continual growth of the valuta con- 


tribution of the products; 


b) To use with maximum efficiency the valuta funds allocated through the plan 
for importation, with action being taken to utilize with priority the raw mate- 
rials, supplies, fuel, machinery and equipment from internal resources, and to 
reduce the valuta expenditures regarding the transportation of goods; 


c) To carry out and expand the actions of economic cooperation with other coun- 
tries. 


Article 14, For providing for the territorial self-supply of the population in 
each locality and territorial-administrative unit with cereals, potatoes, vege- 
tables, fruit, meat, milk, eggs and other products that can be obtained econom- 
ically under specific soil and climatic conditions, the people's councils will 
pursue the implementation of the programs for raising the vegetable and anizal 
production in each socialist agricultural units, as well as on the population's 
farms, establishing measures for the full use of the production potential of 
the entire agricultural area, the matter of utilizing with maximum efficiency 
the gweans of mechanization, the irrigation and other land-improvement facili- 
ties, and the work force. 
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Article 15. In 198%, a special accent will be put on raising the labor proauc- 
tivity and reducing the production costs, on increasing the econozic efficiency 
in all production sectors in agriculture and the food industry, on firmly ap- 
plying the provisions of the new economic and financial sechanisz, on strength- 
ening worker self-management and economic and financial self-adzinistration, 
and on utilizing all resources with mgaxisum efficiency. 


Article 16. In 198%, the volume of the peasantr,s's real incoses resulting from 
work in the agricultural production cooperatives and from the personal farms, 
calculated per active person, will rise 3.4 percent in comparison with 1962. 


Article 17. The indicators of the 1963 Plan for Development of Agriculture and 
the Food Inaustry will be allocated to the plan titulars by seans of a decree 
of the State Council. 


Article 16. The Council of Ministers, the Ministry of Agriculture and the Food 
Ingustry, the departments, the economic general directorates, the centrals and 
enterprises, and the executive committees of the county people's councils and 
that of the gunicipality of Bucharest are responsible for the complete fulfili- 
sent of the provisions of the 1963 Plan for Levelopment of Agriculture and the 
Food Industry. To this end, they will take steps with respect to fulfilling in 
the best way the plan targets and increasing the economic efficiency in all 
fields of activity in agriculture and the food industry. 


This law was adopted by the Grand National Assembly in the session of 9 Decez- 
ber 1962, 


Chairman 
of the Grand National Assembly, 
Nicolae Giosan 


Sucharest, © December 1982. 
No 6, 
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ROMANIA 


SUGGESTIONS MADE FOR IMPROVING USE OF AGRICULTURAL LAND 


Bucharest SCINTEIA in Romanian 23 Apr 83 ppl, 3 


[Article by Grigore Obrejanu, vice president of the Academy of Agricultural and 
Silvic Sciences: “Improving the Land - An Essential Objective for the Continuing 


Progress of Agriculture"™] 


[Text] As is known, the land, in general, and more exactly the soil represents 
through its characteristic and essential quality - fertility - the great and 
endless source of vegetal life. As a living and complex body of nature, the soil 
is, at the same time, the principal means of production in agriculture and silvi- 
culture, being by virtue of this the sole regenerating and irreplaceable national 
wealth. None of the raw material and energy resources that mankind currently has 
contains properties comparable to those of the soil, and they cannot provide, at 
the same time, both for the production of goods and the remaking and renewal of 
their production abilities. 


The documents of the 12th RCP Congress and the National RCP Conference of 16-18 
December 1982 point out that an essential objective of the current five year plan 
is the carrying out of a profound agrarian revolution covering both the technical- 
material base and the organization of production. In carrying out this chiective, 
special stress is being placed on the full and efficient use of all the land. 

In his numerous working visits made to the counties and production units, as well 
as in the meetings with the workers in agriculture, comrade Nicolae Ceausescu, 

the secretary general of the party, issued valuable directives regarding the manner 
in which work must be done in order to ensure the rational use of the land. 


Within the framework of the concerns noted by our party and state leadership for 

the complete and intensive use of the land, we can also note the Council of State 
Decree regarding the establishment, organization and operation of the National 
Council for the Unified Administration of the Land. Organized at the initiative 

of the secretary general of the party, this organism - whose establishment was 

an objective necessity in the current stage of development and modernization in 
agriculture - is charged with especially great tasks and responsibilities with 
regards to carrying out the policy of the party and state concerning the protection, 
use, conservation and improvement of the land in our country. 


I will refer to several of the especially relevant problems whose resolution the 
National Council for the Unified Administration of the Land - to which the 
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Academy of Agricultural and Silvic Sciences belongs - is called upon to 
make decisive contributions. 


Among the essential measures for ensuring optimum conditions for the rational 
use of the soil there is the organization and vystematization of the land. 
Conceived as a complex project operating in accordance with the natural 
conditions specific to each area, as well as the current and future social 
and economic situation of each production unit, the stable organization and 
systematization of the land represents the framework necessary for implementing 
the results of scientific research and for introducing technical progress. 
it is necessary for us to recognize that in this area there are great short- 
comings, both in the realm of scientific approach and in the design and 
carrying out of the necessary projects. Borders and the forms and dimensions 
of fields are frequently modified; the road system, most of which is not 
modernized, has a temporary nature. Similarly, the systems for the use and 
introduction of crops do not adhere to the principles of crop rotation and 

so forth. There still has not been instituted a rigorous system for the 
supervision and control of the production capacity of the soils within each 
plot of land and for the plotting of the evolution of these soils and the 
possibilities for positively influencing them through all the means available 
to agriculture. The efforts made to date by che few specialists in the field 
of pedology and agrochemistry are, in part, in vain because of a lack of 
organization of the land. The experience to date and the understanding of the 
actual situation in many counties and production units clearly show that one 
of the essential tasks for the specialists in agriculture is exactly under- 
standing all the physical, chemical and biological parameters of the soils, 
the basic means through which they can put their competency and skills to use. 
Unfortunately, there are numerous agronomists who know only the group of 
soils in the unit where they work. Rightly, a special role in implementing 
the complex and differentiated systems for the scientific organization and 
systematization of the land belongs to the National Council for the Unified 
Administration of the Land, which must mobilize all existing forces to come 
up with a basis for solutions and to design and carry out in a short period 
ot time these priority projects during the current stage. 





without a doubt, during the current stage agricultural production can be 
quantitatively and qualitatively increased to the maximum level only if 

the cultivated crops are given all the favorable conditions for growing and 
developing. Among the conditions that can be controlled and which depend upon 
man, we can mention: the cultivation of productive varieties and hybrids at 
the optimum densities, the supply of water through irrigation, the provision 
of nutritional elements through fertilizers, the optimum physical conditions 
by working the land, the care of the crops and the use of a succession of 
crops that is favorable to each type of crop. These conditions are totally 
dependent one upon the other. Currently, too little importance is placed on 
the succession of crops, that is, crop rotation. In this regard, the long 
experience gained in the agricultural research institutes and stations 
throughout the entire country, under irrigated and non-irrigated conditions, 
have shown the fact that a single crop and a 2-year rotation - wheat and corn - 








with both types widely practiced in our country's agriculture, have no 
future, regardless of how large the doses of fertilizer are that are applied. 
We can no longer continue with the current proportions between the large 
land areas for wheat and corn, on one hand, and the small areas for annual 
and perennial leguminous plants, on the other hand. 


The statistical data for 1981 show that in our country we cultivated 
6,483,337 hectares of grains - or over 65 percent of the arable land - 

and only 375,000 hectares, or less than 4 percent, for leguminous plants 

for seed, clover and lucerne. If we were to maintain a rotation of these 
proportions, the leguminous plants would not return to the same cultivate 
land except after over 26 years. The economic argument stems from a simple 
calculation. If we note that after the leguminous plants are removed from 

the soil each year 150 tons of atmospheric nitrogen (according to the 
Fundulea Research Institute for Grains and Industrial Crops 222 kg per 
hectare remain) remain in the ground, then by increasing the land area 
covered by annual and perennial leguminous plants to approximately 1.3 million 
hectares, or planting leguminous plants in a field every 8 years, the country's 
lands would be enriched each year by over 189,000 tons of active substance 
atmospheric nitrogen, or the equivalent of 567,000 of ammonium nitrate. The 
savings on fuels and raw materials (natural gas) for this amount is 
222,264,000 cubic meters (one ton of ammonium nitrate is produced from 

1,280 cubic meters of natural gas). If we also add the other costs related 

to the handling, transportation and so forth, we cannot ignore the enormous 
savings that could be made without any additional spending. At the same time, 
in the current situation we must also take into consideration the connection 
between the zootechnical sector and the agricultural sector. Raising the per- 
centage of animal production to over 50 percent of the overall agricultural 
production by 1990 is not practically possible without providing a diet rich 
in vegetable protein stemming from leguminous plants and fodder rich in protein. 


Romanian agronomic science has drawn up numerous solutions and technologies 

for the improvement and higher use of all the categories of land that we have. 
Using them, as well as implementing them, encounters certain difficulties. It 
is sufficient for us to note the fact that the program to improve alkaline soils 
with phosphates is being carried out under the provisions that were adopted. 
Similarly, numerous proposals regarding the improvement of the structure of 
crops, in the sense of reducing those land areas planted with corn in the 

hill regions and subjected to certain intense erosion processes and replacing 
them with other crops capable of contributing to decreasing the loss of soil, 


are not mastered or only partially accepted. 


Another extremely important problem for the current and future situation is 
that of personnel. In the fields of pedology and agrochemistry the situation 

is disquieting in the sense that the number of specialists is very low. In the 
last 20 years specialists in these two fields were no longer trained in the 
system of higher agricultural education. Similarly, the agronomist engineers 
have insufficient knowledge in one of the basic areas - understanding the soil - 
which will permit them to work in the froduction units directing the consistent 
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application of all the measures necessary for raising the production capacity 
of the land. Compared to the large number of agronomist, horticulturists and 
so forth, the specialists in the fields of the science of the soil and agro- 
chemistry are very tew in number. Among these, over 40 percent are in the 
last stage - of approximately 4 to 5 years - of their activities. This is why 
the problem of training new specialists in a field so important as the under- 
standing of the soil, specialists capable of substantiating all the actions 
that are taken in the field of increasing agricultural production, must be 
understood and supported in an appropriate manner. 


Rightly, in noting these problems, it must be understood that there are also 
special tasks to be resolved by the Academy of Agricultural and Silvic Sciences 
aS a component organ of the National Council for the Unified Administration of 
the Land. The substantiation of solutions for administering the lands and, 

in general, the entire land potential, the drawing up of technologies that are 
distinct and differentiated according to the conditions specific to each region 
and the granting of technical assistance for the drawing up of major projects, 
such as the administration of large drainage basin complexes, are exactly 

the tields of activity where the Academy of Agricultural and Silvic Sciences, 
together with all the scientific research units in the country, can and must 
make its substantial contribution. For the immediately coming period, I feel 
there is priority on the resolution of the problems linked to combatting soil 
erosion and the implementation of certain vast projects for removing lands 

trom the effects of this damaging phenomenon. Similarly, we are pursuing the 
start of using all the projects in land improvement through the modernization 
and automation of existing projects and, especially, irrigation projects. 


Certainly, | have presented only several of the essential problems basically 
related to the rational use and administration of the land and to an increase 

in its production potential. And, I have the conviction that the newly-created 
organization - the National Council for the Unified Administration of the Land - 
will find the best solutions, in accordance with the attributes and responsibil- 


ities with which it was entrusted. 
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ROMANIA 


IMPACT OF REMUNERATION CHANGES ON AGRICULTURE DISCUSSED 
Bucharest ROMANIA LIBERA in Romanian 28 Apr 83 p 3 


{Interview with Cristian Anghelescu, director in the Ministry of Labor, by 
Mircea Scripca: “Increased Incentives for Workers in Agriculture;" date and 


place not specified] 


[Text] The regulations contained in the Program for Applying the Decisions of 

the 16-18 December 1982 RCP National Conference in the field of salaries and 

the distribution of workers’ incomes - that have been subjected to public 
discussion - produced a lively interest among the ranks of workers in agriculture. 
In connection with the readers questions addressed to us regarding the regulations 
foreseen for state agriculture, we asked for a series of details from comrade 
engineer Cristian Anghelescu, a director in the Ministry of Labor. 


[Anghelescu] Agriculture, a main branch of our socialist economy, has entered 

a stage of powerful qualitative affirmation characterized by a substantial increase 
in agricultural production and efficiency in economic activities and by an 
acceleration of the process for the intensive development and modernization of 
production. This new stage in the modernization of Romanian agriculture, where it 

is appropriate to have the maximum affirmation of the intensive nature of agri- 
cultural production, was defined by comrade Nicolae Ceausescu, the secretary general 


of the party, as the new agrarian revolution. 


The provisions in the draft program which we are discussing will contribute to 
the achievement of the important tasks in the field of agriculture and to the 
stimulation of the workers in this basic branch of the national economy in order 
to work better and to obtain superior production under conditions of increased 


efficiency. 


[Question] Which new regulations are foreseen in this program? 


[Answer] One of the new regulations is the extension of the overall work contract 
as the main means of organizing and paying for work. In this regard, I want to 
note that in state agriculture there has been a priority implementation of the 
overall work contract, being used - up to the level of the state enterprises, 
in the case of the state agricultural enterprise - since 1975. In the state agri- 
cultural enterprises, as well as in units similar to these (greehouses, state and 
cooperatist economic associations, vegetable production enterprises, hog raising 











and fattening enterprises and poultry enterprises), the people working under 
the overall contract include the agricultural workers in the crop and zoo- 
techny sectors, agricultural mechanics and workers in the agricultural 
equipment maintenance and repair shops, as well as management personnel, 
engineers, economists and other technical-economic personnel. Also covered 

by the overall contract are the personnel in the mechanization stations for 
the mechanization of agriculture (agricultural mechanics, workers in the 
maintenance and repair shops, section chiefs and unloaders-distributors). 

The new regulations call for the agricultural mechanization stations to 

work under the overall work contract and the workers in the centers for the 
repair of agricultural tractors and machinery are also covered, as well as 
the management personnel, engineers and economists. Similarly, the overall 
contract will also be spread to the regional coordination organs: the unified 
State and cooperatist agro-industrial councils, the specialized trusts (the 
State agricultural enterprises, the agricultural mechanization stations and 
the horticultural enterprises) and the general directorates of the county for 
agricultural and the food industry. 


[Question] What results have been obtained to date by implementing the overall 
work contract and which stimulative elements ensure the provisions in the 
program of achieving the increased tasks in agriculture? 


[Answer] By organizing their work well and by intensifying their efforts for 
the timely and proper execution of work, the work collectives in many agri- 
cultural units obtained significant results by implementing the overall work 
contract. Thus, for example, by increasing the production of grains at the 
Balaciu State Agricultural Enterprise [SAE], the production of grapes at the 
Bucium SAE, the Ostrov SAE and the Urziceni SAE, the production of milk at the 
Prejmer SAE and the Mogosoaia SAE and the production of meat at the Timis 
Combine for the Production and Industrialization of Pork, the workers, tech- 
nicians and engineers in the work groups in these enterprises earned incomes 
between 20 to 40 percent, and even 50 percent, above the planned levels 
established in the overall work contracts. 


In the implementation of the overall contract, along with the taking effect 

ot the new regulations, responsibilities will be increased. With incomes no 
longer being guaranteed, the income will directly depend upon the concerns 

and efforts of each agricultural unit and upon its fulfilling the tasks that 
have been assumed within the concluded contracts: the achievement of the planned 
quantities for the principal products, the achievement of the plan for deliveries 
to the state fund, the achievement of the export plan, staying within the plan 
for production costs, for the consumption of fodder and for the consumption of 
fuels and energy, and so forth. Since, according to the program, all personnel 
will be employed under the overall work contract, including the management of 
the agricultural coordinating organs at the county level, these people will 

have the duty to be concerned with ensuring the proper organization and carrying 
out of all the activities in all the subordinate units. This will be so since 
from here on their incomes will depend directly upon the level of achieving the 
plan tasks in all the coordinated units. As such, it is necessary to have 
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increased concern for providing the technical-material base, repairing and 
maintaining agricultural machinery and equipment in good condition, establish- 
ing certain work standards substantiated according to each type of work and 
agricultural product, raising the level of training for personnel, extending 
the degree of mechanization the use of agricultural machinery with a maximum 
of efficiency, and so forth. 


[Question] Could you also give us some examples of the implementation of the 
overall work contract, according to the new regulations? 


[Answer] Certainly. Keeping in mind the specific nature of agriculture - 

where the production usually takes place in the second half of the year - 

the workers will receive a portion of their wages monthly, in the form of 

an advance, trom the amounts due for the contracted production that is to 

be achieved in that year. As a new element in the program for state agri- 
culture, it is a fact that in situations where the hierarchically superior 
organ and the Agricultural Bank find out during the year that there will be 

@ smaller amount of physical production than that planned, there will be 

a corresponding reduction in the initially established monthly advance, 
beginning with the month in which these estimates were made. At the end of 

the year, there is a definitive determination of the salaries owed in 
relationship to the physical production obtained and the indicators established 
in the contract. In this situation, the salary can increase without a limit or 
it can be reduced in relationship to the level of production achieved and the 


indicators that were established. 


Thus, a farm chief who has a monthly salary level of 3,500 lei will receive 
2,800 lei per month during the year in the form of an advance. At the end of 
the year, if he obtained the contracted production and also fulfilled the 
established indicators, he will be given the sum of 8,400 lei. In the case 
where production is overfulfilled by 15 percent, the additional amount he 
will receive will be another 6,300 lei. 


in order to produce 3,000 tons of meat in an industrial-type hog farm 

(30,000 head per year) it is necessary to have 35 basic workers and auxiliary 
workers, who are due 916,552 lei, coming to a monthly average of 2,182 lei or 
306 lei per ton. If through a better organization of work the 3,000 tons can 
be achieved with only 31 workers, they will also receive a sum of 916,552 lei, 
but their monthly salary will be 2,°54 lei, increasing 282 lei (13 percent). 
In situations where these workers also exceed the average weight for th< 
30,000 head of pigs by five kg each, on the basis of exceeding the average 
daily growth rate while adhering to the norms for fodder consumption, they 
will receive an additional amount for the 150 tons of supplementary meat 
worth another 45,900 lei, or another 123 lei each per month, bringing the 
total to an average of 2,587 [sic] lei per month or 18.5 percent above the 


salary level. 


Similarly, it should be mentioned that the workers’ incomes in state agri- 
culture will also be supplemented by increases in the variable portions in 
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the total amount of these incomes (increases for uninterrupted service 

in the same unit, sharing in the achievement of production, profits and 
the dividing of profits, bonuses for special achievements and so forth). 
All of these, the spread of the overall work contract and the increases 

in the variable portions will stimulate the workers in state agriculture 
in order to obtain greater per-hectare harvests and certain ever better 
results in zootechny and the other sectors - sure paths for increasing the 
incomes of those who work in this important branch of the national economy. 
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YUGOSLAVIA 


ZVONE DRAGAN DISCUSSES ECONOMIC CHANGES 
Frankfurt/Main FRANKFURTER ALLGEMEINE in German 6 Jun 83 p 4 


/Report by Viktor Meier on an interview with Deputy Prime Minister Zvone Dragan: 
"'There Has To Be a Reform of the Yugoslav Economic System" ial J 


/Text/ Belgrade, 5 June--It appears that forces advocating moderate reforms 
of the economic system are slowly gaining the upper hanid in the party and 
government apparatus in Yugoslavia. Deputy Prime Minister Zvone Dragan, a 
Slovene, who is responsible for overa’l economic policy and economic planning, 
told this newspaper in an interview that even now, before the completion of the 
work of the so-called Krajger Commission formed under the aegis of the State 
Presidency, the government has passed to Parliament some drafts of legislation 
designed to lead to a certain reorientation also in questions of the system. 
For instance, it was necessary to make a decisive improvement in the position 
of the creditor both as regards monetary demands and concerning the fulfillment 


of payments in kind. 





Rather than ranking, as heretofore, behind wages and taxes, creditors’ demands 
in the future ought to be given top priority among obligations to be settled by 
enterprises. Likewise the whole system of taxes and public contributions to 
come from enterprises was in need of reform. Thirdly, said Dragan, every enter- 
prise in the future will have to be compelled to maintain a minimal fund for 
investments and, in contrast with the past, to do so before proceeding to 
distribute yields attained. Last year enterprises had only had 61.25 percent 
of yields at their own disposal (with wages also being counted as "income" 
according to the Yugoslav system). Only 2 few years before, the figure had been 
near 65 percent. Despite mutual efforts and assurances, the role of the state 
in the Yugoslav economic thus had increased. "We have too much administration," 
says Dragan, and this has to change decisively. 


As far as Dragan is concerned, implementation of self-administration and of the 
market is on the same level. If Yugoslav economists today speak of “self- 
administration,” they do not mean it primarily ideologically. They simply mean 
by it operational independence of enterprises. When it is pointed out that 
Yugoslav politicians as long as 20 years ago demanded just as resolutely that 
self-administration and a socialist market economy be implemented "at long last, 
Dragan counters that it just has always been easier for so many people to manage 
in a different way and above all at the expense of others, to live off the 
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patronage of the state, off the pouring out of money and inflation, with the 
“state” being represented at times by the federation, at times by the republic 
and sometimes even by the municipality. This had been the way time and again 
to cover losses. But now, says Dragan, “objective limits” have been reached. 


As the first of these “limits” the deputy prime minister--one of the few 
members of government retained from the old administration--names foreign 
indebtedness. Vis-a-vis the convertible area, debts had amounted to 18.3 
billion dollars by the end of the year. With the greatest effort, Yugoslavia 
had paid off 4 billion dollars worth of debts in 1982. This year, it would be 
a little easier since, though somewhat belatedly, Yugoslavia was getting new 
credits. Yet there remained 2 billion dollars’ worth of interest to be paid, 
and another billion in the form of capital not covered by new credits. As a 
result Yugoslav indebtedness would even increase somewhat by the end of this 


year. 


In this connection Dragan gives assurances that now the incentive to obtain 

real dollars rather than clearing doilars from export to the Eastern states is 
greater since Yugoslavia has quietly gone over to a system of sliding devaluation. 
The Slovene economist Professor Bajt had proposed all along that lacking compet- 
itiveness of Yugoslav enterprises due to the system and other factors be offset 

in the West by making exchange rates flexible. In addition he had proposed to 
limit price controls to domestic price components while passing on the imported 
ones immediately to the domestic market in order to prevent additional import 


pressure. 


Now, it appears, this concept is being followed. Dragan says that he is now in 
"95 percent” agreement with Professor Bajt. As the first result it may be noted 
that Yugoslav exports to hard-currency countries so far have risen about 18 
percent compared with last year. 


As a second danger forcing Yugoslavia to make changes in the system, Dragan 
mentions the by now 1,500 new dinars’ worth (worth more than DM100 billion) of 
uncovered losses of enterprises, as computed by the economy. What had been 
covered up by inflation for a time could not be manipulated any longer. Enter- 
prises would have to be induced to operate economically. Dragan concedes that 
both the new exchange rate policy and the partial iquidation of price controls 
have to be paid for at least temporarily by rising inflation. To keep it in 
check, a decrease in real income of seven of eight percent would also be 
unavoidable this year. This was creating difficulties particularly for those 
who had no sources of income other than their wages. Yugoslavia had to admit 
that it had not yet achieved control of inflation. It was difficult to check 
the various inflationary factors to the degree desired. 


Dragan makes no secret of the fact that there will be difficulties and opposition 
in the introduction of the new measures. He thinks no one should be sensitive 

in regard to the necessary changes. Yet Dragan too evidently perceives certain 
objective political limits of reforms in the economic system. He concedes that 
the new plant constitution of 1974 with its cutting up of the economy into small 
"basic organizations of associated labor" has not fulfilled all expectations. 

The weakening of enterprises--as is known, in the fight against "“management"--had 
strengthened not the economy but, on the contrary, the state elements. 
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To touch the ideologically motivated system of 1974 apparently is not possible, 
however. The freedom of enterprises probably will also be limited in the 

future by many regulations and controls. The establishment of “social bookkeep- 
ing,” for instance, which checks the entire financial traffic of enterprises, 
Dragan would like to see preserved. As long as Yugoslavia did not have a system 
of economic legislation with corresponding legal instruments, for instance to 
force punctual cashing of checks and drafts, there would have to be controls. 
These words of Dragan's appear to reflect an old dilemma of the Yugoslav 
communists. In principle the market would be right since, as capitalism shows, 
it apparently leads to successes. But one would like to have it without also 
adopting all the instruments and customs of a free economy in the Western sense. 
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